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BOND PURCHASES AND NEW INVESTMENTS. 


The Secretary of the Treasury seems to be succeeding fairly well 
in purchasing bonds, and the question at once arises, what will 
be the consequence of the action on the holders of those obliga- 
tions? Judging from the report of the bond market, investors, to 
some extent, are putting their money into other securities. If 
this, however, is generally done, then the sellers will have their 
money released, which will be put into other securities of less 
value, or will be used in other ways. 

In the end, the money thus released will go into the form of 
new creations. If the outlook for business should become less 
favorable, this unemployed capital will be disinclined to embark in 
new enterprises, and will be visible in the form of bank deposits. 
But as these will earn little or no interest, the holders will be 
restive, and, after a short period, will doubtless put their money 
into new undertakings of some kind. 

It would seem, therefore, that the direct consequences of the 
Secretary’s action in paying the national obligations must be to 
set capital free, which will be used in new enterprises, and which 
will give a stimulus to business. 

Into what undertakings is the capital thus released likely 
to go—railroads, banks, insurance companies, trust companies, manu- 
facturing, building enterprises, or what? It is certain that capital 
will not long remain idle, even if only small profits could be 
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reasonably expected from using it. The owners will take the risk 
of employing it in some manner, instead of suffering it to remain 
idle altogether. 

The inquiry is important—to what purposes or undertakings is 
this newly released capital likely to be applied? It has been pre- 
dicted for some time that railroad building, for the next two or 
three years, would be slackened, and this prediction is based on 
substantial grounds. 

In the first place, old roads that have been extending them- 
selves, either by paralleling the lines of competitors, or by stretch- 
ing into new fields, have nearly finished their work, for the present, 
at least. They have invested heavily, from which they confidently 
expect to get a return, though not in every case in the near 
future. But they have already called a halt, and for some time, 
at least, there will be less railroad building by them. The diminu- 
tion in the profits of the older and larger companies will have the 
effect of lessening improvements on their lines, new stations, ter- 
minal facilities, and the like. In these ways, therefore, railroad 
construction will be lessened very considerably for some time to 
come. 

Nevertheless, we believe that a considerable portion of the capital 
set free by the payment of the national debt will be expended 
in new railroad enterprises. There are large spaces in our country 
without railroads. The growth of our country is so rapid, and 
especially where the land or the mines promise rich returns, that 
new railroads would probably prove profitable, if not in the begin- 
ning, certainly within a few years after their completion. 

The outlook for new manufacturing enterprises is less favorable. 
The product of machinery is so great and so diversified, that, with 
the extensions of the last two years, there is not much hope for 
enough remuneration to tempt capital in this direction; indeed, 
the prospect is that existing concerns will enlarge from time to 
time as demand increases, instead of forming many new ones. 

The greater economy practiced by the old establishments possess- 
ing the best skill, and the needful machinery for distribution, 
diminish the chances of success of a new concern compared with 
former times. This remark, of course, does not apply to new 
enterprises based on new and useful inventions. Their chances are 
just as good as they ever were. But unless thus favored, the old 
concerns, with their perfected machinery for production and dis- 
tribution, have such a clear advantage in the race that only the 
most venturesome would dare undertake a wholly new enterprise. 
We conclude, therefore, there is not much probability of the out- 
flow of capital in this direction during the next few years. 
Another field for investing capital is in house and store build- 
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ing. Rents in the cities and larger places are great enough 
to justify a very considerable outlay of capital in this direction. 
This especially is the case where persons have been holding unim- 
proved property, on which taxes must be paid, and which is not 
improving much in value. 

In the first place, land in every State has increased so enor- 
mously in value of late years that the time has come for tearing 
down the smaller and less commodious structures, and erecting new 
ones better suited to the wants of the business of the time. More- 
over, the general introduction of the elevator, and the supply of 
steam and water power in cities, has wrought a remarkable change 
in the way of high building, whereby land is rendered far more 
productive, for building purposes, than it was a few years ago. 

These are some of the channels in which the newly released 
Capital is likely to betake itself. We are all constantly thinking 
of the revival of Amer.can commerce and shipbuilding. It might 
prove a great industry, as it was in the earlier years of our country, 
but so long as the tariff policy is unchanged, the outlook for ship- 
building and ocean-carrying is not brilliant. In a conversation with 
an eminent steel manufacturer, the other day, he said that if 
shipyards were fitted for making ships in the most economical 
manner, at least twenty-five per cent. could be saved in producing 
iron which is now used in building them. For example, blooms 
that are used for making plates are not specially prepared for that 
purpose. They are made at various rolling mills of the country, 
and are sent to other mills to be rolled into plates. If ship- 
builders erected a plant for making blooms and plates in the most 
economical manner, not only would the profit of other manufac- 
turers be saved, but the cost of making blooms and plates would, 
in a very considerable degree, be lessened. It is possible that, with 
the accumulation of capital, a certain portion may be willing to 
betake itself to shipbuilding, and adopt all the expedients for 
making ships which the best intelligence can suggest. 

We have an extensive seaboard, and with light draft steamers, 
commerce could go in all directions through the country. The 
bills for transportation are so heavy, especially among the. producers 
of iron and steel, that some of them are considering how these 
waterways can be better improved. To do this, however, means 
the expenditure of much capital, and in a few years it may be 
that, if unable to compete with foreign nations on the ocean 
highways, we shall have a very extensive commerce of our own 
along the seaboard and on our numerous rivers. A ton of steel 
rails is selling to-day at the factory for $31.50. The cost to assem- 
ble the materials to make a ton of them, at one of the factories 
wel] located, is $12.50, or 40 per cent. of the entire price. No 
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wonder that, under such conditions, the problem of cheapening 
transportation should be uppermost with the producers of this 
article. The wonder is almost as great, why have not manufac- 
turers long since sought to find some method to cheapen their 
transportation bills? With the reduction of prices to such a low 
figure, water transportation must come into more general use; but 
then, again, if this is done, where will be their market for rails? 

It is the old story over again; competition and the diminution 
in prices is sharpening the wits of men to newer economies and 
conquests over nature and over each other. 

In these various ways new capital is likely to find employment 
in the immediate future. One thing is certain, it never long 
remains idle, and its employment will bring temporary, if not per- 
manent activity. 





? 
. 
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OBJECTIONS TO POST-OFFICE SAVINGS BANKS. 


A bill has recently been introduced in each house of the 
national legislature having for its object the establishment of post- 
office savings banks. These bills, with the exception of the 
entitling clause, are identical. It is reasonable to believe, judging 
from the addresses made at the hearing had before the House 
committee on post offices and post roads in advocacy of such 
banks, that these measures are being pressed by philanthropic 
ladies and gentlemen, who act, as such persons sometimes do, from 
impulse rather than from conclusions deduced from the careful 
study of a subject. No objection can be made to the statement as an 
abstract proposition, that the savings of the spare accumulations of 
the poor should be encouraged, to the end that they may provide 
for their families for reverses, or, in short, to encourage economy 
and thrift; but to ask that the National Government shall under- 
take the business contemplated by these bills is unwise, for the 
following reasons. 

Experience does not teach that the Federal Government is the 
safest depository to be trusted with the savings of the people. 
The first bank of the United States was in existence but twenty 
years, and while profitably managed, having little or no competi- 
tion, public sentiment sustained the defeat of the bill to re-charter 
the same. During the first three years of the second and last 
United States bank it came very near to bankruptcy. It was never 
a success. President Jackson very justly vetoed the bill granting 
it a re-charter. Such an institution would, undoubtedly, as it 
increased, tend to corruption, while its unlimited power in many 
respects might be directed to interfere with the banking privileges 
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of the people. It continued its existence under a local charter, 
until its entire capital of $28,000,000 was lost; the stockholders 
received nothing. Had its charter been extended by Congress to 
the present time, with a capital bearing the same proportion to 
the wealth of the country that it originally had, it would require 
a capital of $600,000,000, many fold larger than the combined wealth 
of the Bank of England and of France. 

A pertinent illustration of the possible result of an attempt to 
introduce a savings bank system of a guasz governmental charac- 
ter in this country may be found in the history of the “ Freedmen’s 
Savings and Trust Company,’ which was created by Federal law, 
March 3, 1865, with authority to establish branches. The follow- 
ing May the headquarters were located in New York, and numer- 
ous auxiliaries, presided over by commissioned and _ uniformed 
officers, were instituted, more especially throughout the Southern 
States. The pass-books contained this statement: “ The Govern- 
ment of the United States has made this bank perfectly safe.” 
Undoubtedly the Government was derelict in exercising no super- 
vision over its affairs during an existence of nine years, and 
when such action was taken, the defalcations could not be 
remedied. The report of the Commissioners appointed by Congress 
to make an investigation contains, among other statements, the 
following: “ A more perverted arrangement could scarcely have been 
devised by human ingenuity, if the design had been specially directed 
to obscure the transactions of the institutions.” The liabilities of 
the concern at the time of the failure were $3,037,560, payable to 
sixty thousand two hundred and forty-two claimants. The Govern- 
ment, by purchasing the building owned by the bank at a high 
price, and in other ways, has aided in increasing the assets, but 
the last and final dividend declared makes the total payments to 
its creditors only sixty-two per cent. The Comptroller of the 
Currency has repeatedly recommended that Congress should make 
provisions for the payment of the thirty-eight per cent. still due 
depositors. In a recent report he says that, from the gradual dimi- 
nution of the amount called for on account of dividends declared, 
it is estimated that the sum of $950,000 would cover the difference 
between the amount paid and the amount to which the creditors 
likely to call for the same were entitled at the time of the failure. 
In conclusion he says: “There never was but one Freedmen’s 
Bank. There never will be another.” A _ bill appropriating $1,000,- 
000, or so much thereof as may be necessary, has already been 
introduced in the House of Representatives to accomplish such 
result. It seems reasonable to ask that the innocent depositors 
should not be compelled to suffer by reason of the gross careless- 
ness in national legislation which did not create sufficient safe- 
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guards to prevent the squandering of the funds of the institution. 
At least the Government should make good the deficiency, made 
possible by reason of its own negligence, before it entered upon 
the formidable task contemplated by either of the bills mentioned 
at the beginning of this article. 

It was stated at above-mentioned hearing that there are but four 
savings banks south of Mason and Dixon’s line. Institutions doing 
a savings bank business, wholly or in part, exist in the Southern 
States to the number of one hundred and seventeen, with an 
aggregate surplus of $3,243,900. These banks have come into exist- 
ence in twenty years, and the amount held by them on deposit 
is estimated at one hundred millions of dollars. The City of 
Charleston has five savings banks. It may be added that there 
are during the present time, in the State of Massachusetts, one 
hundred and seventy-three savings banks doing a prosperous busi- 
ness. The census of 1880 showed that there were four hundred 
and twenty-two savings banks in New England; thus affording to 
that portion of the country one such institution for every 9,436 
inhabitants. It was also alleged in favor of the bill, that there had 
been failures of State savings institutions, very notably in New 
York, and two of the members of the Charities Aid Association 
of that State asserted their organization found that one of the 
influences demoralizing the poor was the losses incurred by them 
growing out of these failures. It was further asserted that State 
laws were futile, and that the interference of the State, as a pro- 
tection to depositors, was a delusion. Consequently, it was urged 
that each State should repeal all its laws on this subject, or take 
the securities and guarantee the funds; although it was said that 
neither course seemed to promise the desired relief. The United 
States Government, however, had, it was stated, the machinery by 
which, with but little expense, the savings of the poor’ could be 
taken with unquestionable security. An answer obtains to all these 
statements. No failure has occurred of a savings bank in the 
above-named State of any importance, nor where the depositors 
were not paid in full, in nearly eleven years. Consequently, the 
demoralization is not of a recent character. If this statement is 
true, the laws of the State are effective, and its interference has 
afforded, during the time mentioned, perfect protection to the 
creditors of savings institutions. No necessity then exists that these 
deposits should be seized by either the State or National Govern- 
ment for the purpose indicated. No one, other than several of 
those who advocated these bills, ought to be more cognizant of 
the fact, that the insolvency of the savings banks of that State 
was due to the laxity of its Legislature from year to year in grant- 
ing charters, which permitted trustees, under what was termed the 
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“available fund clause,” to invest a certain amount of the deposits 
absolutely at their discretion. The desire on the part of the trustees 
of several of these institutions to excel in deposits induced the 
payments of large dividends to depositors, who would naturally 
place their money in the bank where the largest profits were 
apparently realized. Large dividends could only be paid through 
hazardous investments, and when the great commercial depression, 
beginning in the year 1873, occurred, savings institutions, as well 
as those of every character, were affected. But while in Great 
Britain large failures were directly due to deliberate thefts on the 
part of their officers, no such disgraceful accusations can be made 
in connection with the insolvencies of the banks of a like charac- 
ter in that State. Because at this time there were exceedingly 
lamentable failures of life insurance companies, it does not follow 
that a beneficent system of providing for old age or the dependent 
should be abandoned. No one will claim that, during the fifty-three 
years prior to the year mentioned, such savings banks were other- 
wise than prosperous, and all those who drew their money before 
the year mentioned were paid on demand. But the dangerous 
exercise of legislative discretion has ceased, and can never be 
renewed without a change in the fundamental law. In 1874, by a 
vote of the people, the constitution was amended to the effect that 
the legislature should, by a general law, conform all savings bank 
charters to a uniformity of powers, rights, and liabilities, and all 
charters hereafter granted should be made to conform to this law. 
A general law was adopted with the most satisfactory result; so 
much so, that the deposits have increased during the last six years 
at the average rate of $26,329,268. The amount due depositors at 
the present time is more than five hundred millions of dollars, 
while the surplus to their credit, on January Ist of this year, was the 
additional sum of eighty-five millions of dollars. In Massachu- 
setts, during that time, such annual increase has been $11,436,617, 
‘and in other States like gratifying results are shown. 

The plans proposed would involve considerable expense for pass- 
books and other stationery. Losses would occur both through the 
dishonesty of agents and the frauds of dealers. It would largely 
increase the number of subordinates in the larger post offices, 
despite the growing sentiment which exists that the number of 
public place holders is too large, and that the Federal Government 
has more than enough patronage at its disposal without further 
increase of its responsibilities, and of the incidental temptations to 
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corruption. 
Savings institutions have not been established in some localities, 


because there is no general demand nor imperative need for them, 
In all sections of the country where the population is dense, there 
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are various provident organizations analogous to savings banks 
such as building, mutual loan and accumulating fund associations, 
while in those portions where the people are scattered, there is 
always a pressing demand for money; and an investment with the 
Government at the only rate it can afford to pay, viz., two per 
cent., is not desirable to those who in such localities can obtain 
as high as from seven to twelve per cent. Local deposits would 
be more advantageously used for the benefit of a locality than if 
deposited in postal savings banks, where it would remain dormant— 
like money invested in Government bonds—at the present time. 
When deposited in State savings banks the money is at once 
loaned or invested, and business enterprises are promoted. Those 
who receive it necessarily use it in paying their employes as well 
as in other ways, and by such employes it is to some extent re- 
deposited in the savings banks, to be Joaned again, and thus the 
money becomes a ceaseless current, invigorating channels of trade 
and industry. The savings of the poor should be used, so far as 
may be, to directly aid the poor from whom it is_ received. 
Nowhere in the world are savings bank methods so well under- 
stood and appreciated as here. 

It may be an extreme, but, nevertheless, it is a possible suppo- 
sition, that in a time of great commercial distress, while the 
Government is engaged in a war which compels it to exert every 
effort to maintain its credit, the requests made by frightened 
depositors for their money, necessarily payable on demand or on 
short notice, might not be easily met, and thus the credit of the 
nation might be greatly hurt; while, if the liability mentioned did 
not exist, no such injurious result could thus happen. 

A momentous question asked by the writer at the above-men- 
tioned hearing met with no response: What is to be done with 
the deposits received in accordance with the proposed system? They 
must necessarily be invested in the Government debt. But is a 
debt to be perpetuated, to the end that the Government may 
engage in a charitable pursuit? The nation’s debt will probably 
be paid in twenty-one years; but admitting that a new and long 
time series of bonds may be issued, the accumulations of the 
deposits might in time be equal to the whole of such debt. If 
this were the case, the Government would be compelled to buy 
precisely the same securities that savings institutions now purchase. 
It must do this to pay interest, which cannot be given unless it 
is earned, and if interest is not paid deposits will cease. At the 
present time, judging from the most reliable data that can be 
obtained, the amount due depositors by the savings banks in this 
country now aggregates as much as the entire interest-bearing 
national debt, and within four years, estimating the average rate 
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of increase of the one and the decrease of the other during the 
ten years last past, the latter will be less than the former by five 
hundred millions of dollars. Why should interest be given for 
money which is not needed and cannot be used with profit ? 

It was urged with much emphasis at this hearing that postal 
savings banks have been successful in Great Britain. This is quite 
true. The population is compact, and it is in accordance with the 
paternal doctrines of the Government of that country that the 
possessions of the people shall be as much as possible under the 
control of the ruling power. But this is not the theory underlying 
our political and social systems. The post office there is neces- 
sarily a part of the domain of the crown. Two kinds of savings 
institutions now exist in the United Kingdom: one old, the trustee 
system, the other new, the postal. In the old form, savings banks 
are usually governed by trustees and managers, who invest the 
moneys deposited in savings banks with the Commissioners for the 
reduction of the national debt, in sums not less than £50, retaining 
in their hands such amounts only as may from time to time be 
required to meet the demands of depositors. In the new form the 
Government receives the deposits through its own officials, invests 
them in the consolidated debt, and agrees to pay 2% per cent. 
interest. When the new system went into effect, six hundred and 
thirty-eight trustee banks were in existence; since that time only 
fifteen new ones have been created, while two hundred and thirty 
(more than one-third), have been closed. The aggregate amount 
deposited in the trustee savings banks is only $225,000,000, and is 
not proportionably increasing. It is not an unreasonable deduction 
that the competition of the Government with local enterprises would 
produce like results here. 

By an Act of Parliament passed in 1868, the Postmaster-General 
was authorized in his discretion to buy, under certain conditions, 
the whole or part of the assets of any telegraph company. Exten- 
sive purchases have been made, but while the revenues received 
by the Post Office from its telegraphic service during the year 
ending March 31st, 1887, was £1,887,224, the expenditure was 
£2,030,647, exclusive of the interest on the capital sum of £ I0,- 
880,571 paid for the purchase of the telegraph lines. By a statute 
adopted in 1882, the same official was given legal authority to insure 
the lives of persons, and to grant annuities. The number of con- 
tracts in existence under this law, December 3Ist, 1886, was of 
immediate annuities 9,691, deferred annuities 857, and of life insur- 
ances 5,485. If our Post Office department is to be made a savings 
bank, consistency demands that it engage in the business of tele- 
graphy and insurance, and why should not the Government engage 
in the occupation of carrying passengers as well as letters, news- 
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papers, and merchandise, as some socialists demand? No law should 
be enacted which will encourage agitators who, having been edu- 
cated under centralized forms of government, come here advocating 
in their party platforms and journals such governmental owner- 
ship. 

In this country, where demagogues have such ample scope for 
the exercise of their calling, it is of moment to state that the 
adoption of the proposed system would give them wide opportunity 
for the display of their abilities. In France, as well as in our 
neighboring Dominion, it is already a source of complaint that 
those in power pander to popular desires by disbursing, or declar- 
ing their desire to disburse, to depositors of postal savings banks, 
larger rates of interest than the Government can equitably pay, or 
that can be fairly paid by the other banks. Of course, the authori- 
ties in those countries naturally desire to have in their possession 
large sums of money, and the old adage connecting the thief with 
the opportunity may have verification. 

No doubt, the discoveries of the uses to which steam and 
electricity may be put, have, with other material agencies, aided 
in the present tendency to break down State lines. The results 
of the effort to preserve the integrity of the nation have more 
especially created a drift to paternalism which is to be deprecated. 
Some proposed laws, now before Congress, which receive strong 
support, manifest a far-reaching absorption by the national com- 
monwealth of powers which the founders of our system of 
government never contemplated, and which a _ reasonable _inter- 
pretation of the terms of the written constitution of the Union 
indicates, are wisely reserved to the States as such, and to the 
people as individuals. A proper regulation of the two opposing 
forces, the centrifugal and the centripetal, maintains a true equi- 
librium, and for the last twenty-five years the latter force has been 
over-exercised, and the former weakened by disuse. The exercise 
of local self-government is the right, it is mire, it is a necessity 
for the American citizen. WILLIS S. PAINE. 
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BANK LEGISLATION.—In several numbers of the MAGAZINE we 
have published most of the bDills introduced this session of 
Congress relating to the Nationai Bank Act. Some of them pos- 
sess considerable merit. Both good and bad, however, are likely 
to share the same fate. Whether the code recommended by the 
Comptroller of the Currency, and which is now in the hands of 
the Committee on Banking and Currency, will fare better, is doubt- 
ful. The probability is that all measures touching this subject 
will not receive much attention at the present session. 














A REVIEW OF FINANCE AND BUSINESS. 


A REVIEW OF FINANCE AND BUSINESS. 
CAUSE OF THE CONTINUED DEPRESSION. 


Cont*nued unfavorable and unseasonable weather during the month 
of Ma, has extended the period of business depression that com- 
menced with the New Year, into the summer months, or over 
nearly half the year. The extent and depth of the effects of 
these conditions of weather are something beyond estimate, as 
well as the losses entailed upon all classes of trade and upon 
every industry. Merchants complain of the decreased demand 
for goods of all descriptions, in every direction. Manufactur- 
ers feel it in the falling off in the movement of their wares 
into first hands, and in their accumulation in their commis- 
sion houses, or agents’ hands, and New England woolen mills 
_ are beginning to stop. The railroad, and all other transporta- 
tion companies, show it in reduced earnings on the distribution of 
goods from the East, as well as on return freight to the seaboard 
from the West and South. The farmers of the country, who have 
been impoverished by the low prices of farm products for the 
past three years, to a point where they have been able to con- 
sume less than half the manufactured goods of the East that 
they take in good times, are now threatened with another short- 
crop year, following the last. The railroads are threatened in con- 
sequence with another bad year of small surplus crops for export 
to give them their East bound business. And, finally, the work- 
ingmen of the great iron industry, which is the accepted barom- 
eter of general trade, are feeling, in lockouts or reduced wages, 
the effects of the unprecedentedly unfavorable climatic conditions 
that have paralyzed trade and industry, agriculture and commerce, 
the past five months. 

The memory of the oldest inhabitant fails to recall a parallel 
for such universally unfavorable business and crop weather, ex- 
tending over such a protracted period, as the first half of the 
year 1888 has furnishd. 


NEARLY ONE-HALF THE YEAR’S BUSINESS AND PROFITS GONE. 


There may be other and side causes for the unprecedentedly 
disappointing results of this year’s business. But they are of 
minor importance, and we need look no further for the root 
of the evil than in the weather, which has delayed spring trade 
until it is lost. For it is a well-known fact among merchants, that 
business delayed beyond its season, for any cause, is never recovered. 
When spring trade, therefore, is delayed, as this year, into summer, 
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there is no making it up. Hence the country is now waiting for 
fall trade, when most business men hope to be able, during the 
last half of the year, to reduce the losses of the first half, 
which is virtually gone, because the extra expenses and small 
margins on which it has been done, leave little, if any, profit thereon. 


THE SOUNDNESS OF COMMERCIAL AFFAIRS. 


The soundness of credit, and the ability of commercial circles 
to stand this loss of trade and profit, is due to the absence of 
speculation for a rise in anything but those staples in which 
speculation is organized, to furnish the chief business of the Com- 
mercial Exchanges of the country. It shows the absence of over- 
trading and stocking ahead of prospective wants on credit, in 
anticipation of higher prices. Had this been the case, bills for the 
purchases, made on the last of last year and the first of this, in 
expectation of a good spring trade, would not have been met 
when due, and extensions, and distrust, and failures would have 
followed. 

Another reason why no serious trouble has arisen is that prices 
are and have been very low for the past three years, and it re- 
quires much less capital to do business now than formerly. Hence 
old houses, that have kept their capital intact for the past ten years, 
have more than is required now, as goods are 25 to $0 per cent. 
lower than then. Beside, prices are too low to admit of much 
decline, and merchants have thus had an old-time source of heavy 
losses from depreciation of goods removed. No better foundation for 
general and permanent prosperity could exist than this, and it will 
tell when the power of consumption is restored to its normal con- 
dition again. It is under-consumption, not over-production, from 
which the country is suffering just now; and this is due to temporary, 
more than permanent causes, although their effect will necessarily 
be felt for a year to come; for such losses cannot be made good 
in a day. Neither can a bad crop be followed by generally good 
times the next year. 

THE PROSPECTS OF IMPROVEMENT. 


While the prospects of immediate and general improvement are 
not, therefore, very brilliant, they are by no means so bad as pres- 
ent conditions would seem to indicate. The fact that stocks of 
all kinds, in second and third hands, or rather in the wholesale and 
retail trade of the country, are small, will compel their early and 
free buying for fall trade during the summer. While the fact that 
the consumers of the country, who bought less last spring than 
usual, because of the backwardness of the season, will have more 
means to spend this summer and fall, insures a better trade than 
usual from the moneyed classes, whose incomes are not cut down 
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by reduced dividends on railroad and manufacturing and other 
stocks, as well as from the working classes, who have been profitably 
and fully employed. This ought to be a fair offset to the 
decreased demand from those whose dividends have been reduced, 
and whose wages or employment have been curtailed. The chief 
“If,” however, is the outcome of this year’s crops, upon which more 
now depends than upon all else, the “Presidential Election” and 
“Tariff Changes,” those old-time bugbears to business, to the 
contrary notwithstanding. These may be classed, as compared with 
the crops, as among the minor and side issues for the balance of 
the year, as they have been, compared with the weather, during 
its first half. For no party, or policy or law even, can long stand 
in this country that proves disastrous to its business interests, no 
matter how completely or often the politicians and economic Fire 
Eaters on either side may “ruin” it. There is always some hesitation 
in the manufacturing interests affected by any proposed changes in 
the tariff, due to the suspense attending its discussion. But it: 
will end, with final action, when these industries will all adapt 
themselves to the new order of things. No party on the eve of a 
Presidential election is going to ruin any industries to lose the 
support of the business men and capitalists owning them, or the 
votes of the employes operating them, by reducing the profits of 
the former and the wages of the latter. 


THE PRODUCE MARKETS AND PRICES. 


This is foreshadowed in the upward movement in the prices of 
produce in the speculative markets of this country, which have at 
last turned bullish again on these prospects, in anticipation of a 
second successive short crop year. We had a short-lived and not 
financally successful speculation of this kind later in the season, 
last year, based upon the short crops in this country. But that 
was the first short year following several long crops, except of 
corn, and hence the speculation for a sharp rise was not main- 
tained in wheat, while it was in corn, for, in the case of the 
latter, it was the second successive short crop. This year wheat 
will be in the same position; and the advance already predicated 
thereon, while pretty early, and possibly premature, will be likely 
to be maintained on the last half of the crop year, if not on 
the first half, as the prices of corn were a year ago. 

The chances that the prices of provisions of the past year will 
be maintained at the advance, as in corn, are also good, 
and the speculative sentiment is as general now that 1888 is to 
be a bull year, as it was a year ago that the prices of produce 
had gone down to the level of 1885-86 to stay. This applies to 
all agricultural products that have been selling at or below the 
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cost of production, or too near it to leave a margin of profit to 
the producers, that brings them prosperity, and with them gen- 
eral prosperity, which in a surplus agricultural producing and 
exporting country like ours, alone can come when the farmers are 
prosperous. 

EFFECTS OF AGRICULTURAL DEPRESSION. 

Here is found the reason for the failure of our country to re- 
cover from the depression of 1882 to. 1885, as it did from that 
of 1873 to 1876. From 1877 to 1881 the manufacturing interests 
followed the agricultural in the recovery, and the country was 
never more prosperous than then, when, and because the farmers 
were getting good prices for their products for export, and were 
able to buy the goods of the manufacturers in increased volume 
at advancing prices, which gave the railroads both East and West 
bound traffic, and everybody was employed at good wages, and 
capital at good dividends. The farmer’s prosperity meant the pros- 
perity of all, and Europe was paying for it. 

From 1886 to 1888 the manufacturing interests led the recovery 
from the last depression, and they and the railroads got the entire 
benefit thereof. While the farmer was still getting the lowest 
prices on the ~ pression for his products, and our export trade 
was the smallest in years, even at such abnormally low prices. 
As a result, the recovery of manufacturers and revival of railroad 
prosperity was but short lived, and is fast being lost, as low prices 
have nearly ruined the farmers of this country, who have been 
working for the railroads and the consumers of the East and of 
Europe for nothing until they can buy their manufactures no 
longer. 


UNREASONABLY LOW PRICES DO NOT STIMULATE DEMAND. 


This is also one cause of the lack of demand for our products, 
and the loss of our export trade; for prices so low as not to 
yield a fair margin of profit to capital or labor, do not increase, 
but actually diminish the consumption of the combined products 
of that capital and labor, by withholding the means, from the entire 
community effected by this loss of profits, for purchasing any- 
thing but the bare necessities of life, and only the minimum sup- 
ply of those. Hence it is that the reduction of wages below a 
reasonable point in times of depression, only increases and aggra- 
vates that depression, by still further reducing the power to con- 
sume the products thus depressed. 

That is just what has been done by the labor and capital en- 
gaged in agriculture, until the prosperity of the whole country has 
been involved. Of course, there are other causes, fully explained 
in this column the past year, underlying these, which have helped 
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to bring about abnormally low prices the world over for farm pro- 
ducts, until most agricultural exporting countries, like our own, are 
in about the same condition, as well as the farmers of the agri- 
cultural importing countries of Europe, all of which are on the 
verge of bankruptcy, except where land and labor are equally low. 


BETTER PRICES FOR PRODUCE AND BETTER TIMES. 


The prospects of better prices for produce the coming year are, 
therefore, better for business in general, even if in part the result 
of smaller crops, as shown above, for the greater the crop when 
raised without a profit, as for three years past, the greater the loss 
to the producer, and hence to the country. Neither producer nor 
consumer in any country can live at the expense of each other 
without paying back the unfair gain with interest doubly com- 
pounded by consequent decreased demand for their own _ pro- 
ducts. The result between different countries cannot be different, 
though longer in developing its effects. | 

As the revival of the iron industries is regarded as the effect 
of recovery in general business, so are good times among the 
farmers the forerunner of general prosperity. Good prices insure 
a free movement of the crops at good rates to the railroads, and 
good crops a large tonnage as well as good freights, which are 
both indispensable pre-requisites to a good demand from the rail- 
roads for new plant, rolling stock, and extensions upon which the 
iron industries depend more than upon anything else. 


WHY MANUFACTURING INDUSTRIES ARE DEPRESSED. 


Here lies the cause of the present reaction in the iron trade 
from the partial recovery of 1885-87; and it cannot be perma- 
nently prosperous while agriculture is not. The same is true of 
all other manufacturing interests, and where not a specialty or 
subject to special conditions. Hence the suicidal speculative mania 
of the past few.years for lower prices in order to stimulate con- 
sumption, and hence demand at home and abroad for our pro- 
ducts, both agricultural and manufactured, has only lessened what 
we might otherwise have had, at remunerative prices. 

To encourage a decline in anything a nation has to sell, be- 
low reasonable prices, is, therefore, the sure road to bankruptcy, 
as it would be for an individual to depreciate the value of his 
stock of goods below cost, and to tell his customers to use as 
little as possible, and wait as long as they can before buying, as the 
longer they do so, the cheaper they will buy. This is just what 
the wreckers in American produce have been doing for four 
years, until they have mortgaged the large majority of the farms 
in the United States to the Farm Loan Companies in the East, 
and helped Europe to buy our goods at the lowest possible prices, 














920 THE BANKER’S MAGAZINE. [June, 


while bemoaning the loss of our export trade, which they drove 
away by corners and unreasonably high prices from 187g to 1882, 
when the Bull craze was the fashion, and have kept away by 
their speculative option system and its premiums on futures, which 
have offered a standing bonus to speculators to sell the farmers’ 
products down as cheap as possible, and to exporters to buy in 
every other country, since 1885, while the Bear mania has been in 
vogue. 
RAILROAD EARNINGS, IMPROVEMENTS AND SECURITIES. 

This condition of things is reflected in the decreased earnings 
of the railroads, and the unsettled stock market. It was thought 
that the interruption of the blizzards and snow blockades of last 
winter would result in accumulations of freight that would come 
forward after the raising of the blockades. But this has not been 
the case, and railroad earnings have continued to show a falling 
off since the new year, with a few exceptional cases. To such 
an extent has this gone, that some of the strongest roads, finan- 
cially, in the country, and the best managed practically, with the 
best local and through traffic, running through the best country, 
have ordered all improvements not under contract to be stopped. 
To illustrate, we clip the following from one of the daily papers: 


“The Pennsylvania has issued instructions to stop all new work 
which has been mapped out on lines west of Pittsburgh. The double 
track work on the Pan Handle division between Columbus and Pitts- 
burgh has been stopped, and the appropriation of $150,000 for new shops 
at Columbus and Dennison has been canceled. The entire equipment 
programme for the entire system West has been cut down, and instead 
of building fifty-four locomotives, as proposed at the first of the year, 
but thirty-three will be constructed. This is all on account of the let- 
ting up in traffic, which, Mr. Miller says, shows no indication of improv- 


ing. 

With the present prospects there are but little hopes from the 
growing crops. Notwithstanding this uncertainty surrounding the 
share speculation, there is still a good investment demand for 
railway mortgages. It is difficult to obtain large lots of any desi- 
rable bonds at the Stock Exchange, and negotiations for round 
amounts outside, at figures anywhere from half to one point above 
the board quotations, are steadily made, and the bankers and com- 
mission houses making a specialty of investment business have 
liberal orders booked ahead. 


THE MONEY MARKET AND BANKS. 


This demand for bonds of railways is due to two causes—the 
rapid redemption of Government bonds by the Treasury, and the 
distrust of railway stocks by investors, who are forced to put tieir 
money into something, or let it lie practically idle in the bai:ks 
at 1 and 2 per cent. on call, and proportionately low on time 
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loans. The activity in the railroad bond market, and the rapid 
increase in the bank reserves, show they are doing both. There 
seems to be a prospect of these conditions, through the summer, 
at least, and the only outlet to our glut of money to be in ex- 
ports of gold, which were predicted in this column months ago, 
before rates for and employment of funds began decreasing. 
Europe, meantime, has advanced the rates of discount, on better 
trade in England than here. The outflow of gold is checked tem- 
porarily, however, by the placing of the Baltimore & Ohio and Read- 
ing loans on the London market, which will probably reduce sterling 
exchange for some time to come below a gold exporting point, 
and remove any danger from that source, if any existed, for the 
present. But it is a curious coincidence, with money going begging 
here, and rates advancing in London, with New York exporting 
gold and a scarcity of investments here, that two of our largest 
corporations should be compelled to go away from home to raise 
loans that could not be floated here. 


THE COTTON MARKET AND CROP. 


This market has been a repetition of all speculative markets 
after the collapse of a big corner, and the losses and timidity 
following. It has been a dull, dragging, @nd unprofitable staple to 
touch, except by those who bought for actual wants. Exports 
have kept well up, considering the heavy outward movement of 
last fall. But this was a necessity after the end of the Bull move- 
ment here, as no one had confidence, or money to risk in carry- 
ing it for a rise, and the unexpectedly heavy spring receipts had to 
go to an export basis, after nearly half a million bales in excess of 
the Government estimate were added by these receipts to the last 
crop. It was this which killed the Bull movement in cotton this 
year, as it was the 30,000,000 excess over the Bureau’s estimate 
of the 1886 wheat crop that broke the Cincinnati clique’s back 
last year. This year’s crop prospects are hardly developed enough 
to make any speculation thereon, as yet, though the unprecedented 
floods in the upper Mississippi River must do damage below, as 
well as the late spring. 

Ocean freights continue as depressed as ever on continued light 
exports, and coal is being taken more largely on this side for the 
back trip than ever, in place of on the other side for the round trip 
as ballast the other way. The Commercial Bulleten is authority for 
the statement that foreign steamers took 1,000,000 tons of soft coal 
at New York the past year practically for ballast. The retail trade 
of the city and country in all branches has suffered to the same 
extent as has the wholesale and jobbing, shown at the beginning of 
this article. Warmer weather may help them a little the coming month. 


57 
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FINANCIAL FACTS AND OPINIONS. 


The Silver Certificates—Among the various bank bills are sev- 
eral relating to the use of silver certificates. The history of the 
silver coinage since their introduction is interesting. Their issue 
was authorized in the appropriation bill of 1886. At that time the 
people had absorbed about all the silver dollars they wanted. 
The amount circulating at the end of July, 1886, was $54,120,362, 
The highest point reached was in November last, when the amount 
which was increased at the end of last February to $60,611,864. 
was nearly four millions more. Since August, 1886, however, the 
certificates have been absorbed twice as fast as the coinage of the 
dollars. The issue was confined to large denominations until Au- 
gust, 1886, and reached only $87,564,044. There are now in cir- 
culation, as appears by the April Treasury statement, $212,743,041, 
and after deducting $18,316,109, in the Treasury, the amount out- 
standing is $194,426,932. As the total amount of silver dollars at 
that time was $239,480,813, it follows that the net silver in the 
Treasury but slightly exceeds $45,000,000. Thus in the form of 
silver certificates a large amount of silver has been put in circu- 
lation, and without objection by the people. It is hardly probable 
that this amount of silver dollars could have been put into actual 
circulation without difficulty. 





The Basis of Bank Circulation—In Senator Farwell’s speech on 
this subject, one point was made which is worth consideration. 
After remarking that we must abandon al! idea of a _ security 
based on the national debt, as the country would not tolerate the 
continuing of the debt for the purpose of preserving the bank 
circulation, he inquired what basis could be adopted in place of 
the Government bonds which would be expedient both for the 
Government and people. He declared that he was in favor of the 
largest possible bank circulation which could be redeemed in gold 
on demand, and that no circulation could be too large which was 
redeemable in this manner. He maintained that the rapid decrease 
of the national bank circulation was due to the fact that the 
banks were unwilling to buy bonds which commanded so large a 
premium as do all the Government obligations at the present 
time. Therefore another basis for bank circulation was needful, or 
it must be abandoned altogether. The third section of the bill 
introduced by him provides for the substitution of other forms of 
indebtedness than national as the basis of bank note circulation. 
This portion of the bill reads as follows: 








1888. | FINANCIAL FACTS AND OPINIONS. 923 


“ To enable the national banks to maintain their circulation and to 
increase the same, and to prevent the ultimate destruction of said banks, 
by the payment or purchase of the national debt, the Treasurer of the 
United States is hereby authorized to receive from them, to secure their 
circulating notes, an amount equal in value to the coupon or registered 
bonds so purchased, canceled, and destroyed, any State, county, or 
municipal bonds (of the United States) upon which interest has been 
heretofore promptly paid, and whose market value is equal to or greater 
than their par value, bearing interest at a rate of not less than 4 per 
cent. per annum: Provzded, That the Treasurer of the United States 
shall not receive such State, county, or municipal bonds at more than 
75 per cent. of their par value: Provided further, That the Treasurer of 
the United States shall not receive such State, county, or municipal 
bonds until such bonds shall have indorsed upon them the approval of 
the Secretary of the Treasury, the Treasurer of the United States, and 
the Comptroller of the Currency.” 

The question may be asked, why limit the banks to municipal 
obligations? Is this form of indebtedness any safer, for example, 
than that of the older’ railroads, which, beside their faith, own a 
large amount of valuable property? There was a time when, per- 
haps, such security would have been considered hazardous, but 
times have changed. There are many millions of railroad bonds of 
the highest character, issued by old companies which have never 
failed to pay dividends, and which are based on real security 
worth two or three times the face amount of their obligations. 
If the banks were permitted to buy the bonds of completed rail- 
roads, which had paid dividends regularly for a period of ten 
years, and which had issued them to an amount not exceeding 
half their valuation per mile, would not these be safe enough for 
a basis of circulation? Certainly, if the Government guaranteed the 
payment of the notes, the note-holder would be safe; just as safe, 
indeed, as he is now; the Government would alone take the risk. 
But if a tax were paid by the banks annually for the privilege of 
note-issuing, the Government could well afford to incur the risk 
thus undertaken. It might be called a risk, but it would not be 
sO great as the taking of the municipal bonds described by Sena- 
tor Farwell in his bill. As said before, the people would be safe 
enough under such a plan, while our Government, having been 
paid for insuring the payment of the notes, could well afford to 
,incur the risk. In our judgment, Senator Farwell’s plan is worthy 
of consideration. The national banking system is certainly prefer- 
able to any other that our country has ever had, and the main- 
taining of a circulation is an important thing, especially with the 
smaller banks, located in places where deposits are small and 
slowly increase. The city banks can flourish without having a cir- 
culation of any kind, but this is a very important source of profit 
to the smaller banks. Their formation should be encouraged in 
every way, for their worth to the community is inestimable, and 
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therefore a good service is done whenever a measure can be prop- 
erly matured which shall provide an efficient circulation for them 
whereby their organization and maintenance shall be encouraged. 





Bank Insurance.—The recent embezzlement of the assistant cashier 
of the Park National Bank of New York has awakened the very 
old-fashioned discussion concerning their prevention. No perfect 
safeguards can be found, of course, but it is practicable to adopt 
methods which would be, to some extent, more effective than the 
existing ones. The experience of the Government in accounting 
shows clearly enough what may be done in the way of rendering 
such occurrences less familiar; in other words, to adopt the more 
elaborate machinery; for, the more hands through which money 
passes, the greater is the difficulty of perpetrating frauds. There- 
fore, by establishing new offices, by rendering the accounts more 
elaborate, it is not so easy for conspiracies to be formed whereby 
banks can be robbed of their funds. It is true, two or three con- 
sequences are involved in the introduction and use of more elaborate 
machinery. One is the expense, and another is the time needful 
for the working of it. The expense is a small item, especially 
with a large bank, but the delay in accounting, especially in estab- 
lishing more safeguards whereby the time of customers is con- 
sumed, is quite a serious matter; so serious, indeed, that many 
banks prefer to run the risk rather than to delay their customers. 
There are some places, however, in a bank where additional safe- 
guards can be introduced into the book-keeping, or into the corre- 
spondence, which it would be well worth while to consider. It would 
seem that in the National Park Bank case the assistant cashier 
had charge of the correspondence so completely that he could do 
quite as he pleased in the manipulation of letters and of funds. 
Certainly, the work could be divided among several without much, 
if any, delay in the transaction of business. These affairs are very 
serious. The loss to the particular bank is very slight compared 
to the shock received by the entire banking community. They 
are all alike interested in perfecting the system. If the element 
of faith cannot be entirely banished, it can be surrounded in many 
ways by more safeguards than exist at the present, and these. 
should receive the attention of every banker. 



















Discount on Woolen Goods—An association has been formed 
among the woolen manufacturers for the purpose of fixing the 
discounts which should be allowed on their products. They have 
not gone so far as to form a trust to regulate prices and quantity 
of production, but what they really wish to do is to eliminate one 
of the elements in competition, for that, after all, is the real 




















1888. ] FINANCIAL FACTS AND OPINIONS. 925 


object of the movement. They virtually say, let us make and sell 
whatever we please, and at whatever price, but let us agree that 
we shall do precisely the same thing in giving credit. Nothing 
injurious is likely to come, either to the trade, or to any interest 
particularly, from such an agreement; the movement is especially 
interesting because it is in the same general direction of lessening 
competition. In a recent article on trusts we discussed the good 
and evil of them, and we do not intend to go over the subject 
here; we wish simply to remark that this movement among the 
woolen manufacturers partakes to some extent of the same charac- 
ter. One of the needs of the producing class is the strengthening 
of credit facilities; in other words, of insuring themselves more 
perfectly against loss. If concerted action among the woolen manu- 
facturers should effect this end, it will be a good thing. 





Cheapening of Products—Mr. David Wells, in his series of 
articles that have just been concluded in the Popular Sctence 
Monthly, discusses some very interesting questions concerning the 
cheapening of products to the consumer in the future. One thought, 
by no means new, but none the less interesting, is that it probably 
lies in lessening the cost of transferring goods from the producer to 
the consumer. Several persons intervene between the two classes, 
each demanding a profit for the effort he has put forth in buying, 
holding, and selling them. Again and again it has been asked, why 
cannot some of the processes be eliminated, and the two classes be 
brought more nearly together? Formerly they were needed in order 
to obtain the credit needful for producing goods, but with the accumu- 
lation of capital, there is less need of commission houses and other 
distributing agencies, since the manufacturer, to a conisderable degree, 
can sell directly to the jobber or large retailer. We suppose there 
are many retail concerns in the United States which buy from the 
manufacturer, thus saving the profit both of the commission house 
and of the jobber. This is likely to be more and more the case 
as Capital increases, and manufacturers grow rich and independent. 
But another noteworthy economy will be in the lessening of profits 
of the retail houses themselves. A great advance has been made 
in this regard. The larger houses are able to sell at a much 
smaller profit than they did a few years ago, and other smaller 
concerns are obliged to follow in the wake to retain their busi- 
ness. Mr. Wells’ remarks on this subject are well worth giving. 
“The fact that in no country do the masses ever experience as 
much benefit from a fall of prices as they would seem to be fairly 
entitled to, owing to the great difference between wholesale and 
retail rates, and that this difference is always greatly intensified in 
the case of the poor, who purchase in small quantities, clearly 
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indicates one of the greatest, and, as yet, least occupied, fields for 
economic and social reform. Flour, in the form of bread, costs 
usually three times more, when distributed to the poorer con- 
sumers in cities of the United States, than the total aggregate 
cost of growing the wheat out of which it is made, milling it into 
flour, barreling, and transporting it to the bakeries. The retail 
prices of meats are enhanced in like manner; and investigation 
some years ago showed that when anthracite coal was being sold 
and delivered in New York City for $4.50 per ton, it cost the 
people on the East and North Rivers, who bought it by the 
bucketful, from $10 to $14 per ton. Similar results are noticed in 
all other countries. Out of every £100 paid by the consumers of 
milk in London, Sir James Caird estimates that not more than 
£30 finds its way into the hands of the English dairy farmers who 
in the first instance supply it. In the case of some varieties of 
fish—-mackerel—the cost of inland distribution in England has been 
reported to be as high as 400 per cent. in excess of the price 
paid to the fishermen. Eggs, collected from the farmers in Nor- 
mandy, are sold according to size to Parisian consumers, at an 
advance in price of from 82 to 200 per cent.” 





Quincy Railroad Dividend—The small dividend of one per cent., 
passed by the Quincy Railroad, is an unwelcome outcome of the 
great strike by its engineers. Even that, it is said, has not been 
earned. The loss seems a heavy one, but that is by no means the 
final result of the controversy. A deeper question is, what will be 
the effect of this loss to the railroad company, and the loss of earn- 
ings to the engineers. Every strike, whether successful or nof, leaves 
its indelible lesson, and this strike is not likely to prove any 
exception to others in this regard. Turning to the engineers, it 
may be said that, deliberate as they were before engaging in this 
warfare, they doubtless will be slower before beginning another. 
So, too, the railroad company, having paid very dearly for this 
experience, may think it worth while to be more conciliatory in 
the future in dealing with its employes. It took British employers 
and employed thirty years to learn the consequences of a strike; 
but we think the judgment may be fairly pronounced that, in the 
future, we are to hear less about strikes in that quarter of the 
world. So in this country we are now passing through the striking 
period, and, while they seem to be very foolish from most points 
of view, like wars between nations, yet by no easier or simpler 
method can the two classes, seemingly, learn wisdom. So these 
events, unwelcome as they are, must take place; but a strike so 
heavy as this, lasting so long and becoming so costly, is likely to 
yield a more valuable lesson, perhaps, and one ,longer remem- 
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bered, than a shorter one. Happily, the stock of the railroad com- 
pany is owned for the most part by persons who will not suffer 
seriously from the diminished income, while the same thing, too, 
may be said of the engineers, that they belong to a class who can 
sustain the loss perhaps more easily than almost any other. This 
must be set down as one of the heaviest losses incurred in a 
strike; we wish it would prove the last. 


Railroad Pooling. —The effect of establishing the Inter-State Com- 
merce Law at first was to increase on many lines, or parts of lines, 
the rates for transporting freight. so that in a general way it may 
be said that the railroad companies profited largely by the measure. 
Now, however, that business has passed under a shadow and fallen 
several degrees, and competition for whatever exists has become 
keen among the transportation companies, they are resorting to 
their old devices of cutting rates. This is done, not directly, by 
making lower rates and thus violating the law, but by granting 
rebates, by turning shippers into agents, and other devices of a 
similar character which the transportation companies have easily 
invented. In other words, the law in prosperous times has enabled 
the transportation companies to do a good thing, while now, in 
the evil days, it is not proving much of a barrier to their old 
practices. “<he Inter-State Commission are wrestling with these 
violations—ior, of course, they are such—yet we imagine they will 
not succeed in arresting the evil. If the present practice of under- 
billing is stopped, the railway companies will doubtless invent some 
other. The worst effect of this demoralization of rates is to change 
the relative advantages of shippers. They should have a fair chance 
with each other, and so far as legislation can put them, or keep 
them, on the same plane, it is desirable, but whenever legislation 
has the opposite effect, it is far worse than none, and should be 
abolished. The law thus far has not been successful in correcting 
the evils that existed, nor can much more be expected from it. 
The violations of it may have the effect, perhaps, to start other 
legislation, of a more repressive character, and thus move directly 
toward the time when State ownership shall be attempted. The 
public will watch with interest the present efforts on the part of 
the Commission to restrain the companies from the flagrant viola- 
tions of which they have been convicted. We do not hope for 
much from this source. 





Convict Labor.—One of the hard labor questions of the time is 
the employment of convicts. Many who belong to the laboring 
class object to their working at all, on the ground that by so 
doing the bread is taken out of their own mouths. They should 
remember, however, that were the convict class outside prison 
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walls they would be employed; therefore, the aggregate production 
is no greater than it would be if there were no convicts. This 
thought should be kept in sight in dealing with the question; in 
truth, the product of the prisons, however great, is not so great 
as it would be if the convict class were unknown. There is no 
ground, then, for condemning employment of convicts so far as 
quantity of production is concerned, but there is a good ground 
for condemning some of the products of the prisons. It is true 
that goods which are sold at the lowest figure fixes the price of 
all of a similar character. Furthermore, the demand for such goods 
increases in consequence of their cheapness. Various methods have 
been adopted in different countries to sell prison-made_ goods. 
Keeping the first fact clearly in mind, that the making of them is 
well enough, and should not in the least be lessened, their sale, 
however, should be regulated with due regard for outside products. 
If prisons could make all of some kinds of goods, or classes of 
goods, this would be a solution of the question, for then there 
would be no competition with outside makers; another and better 
way of solving it is to employ convicts on public works of various 
kinds. In this country we have much to do with respect to our 
roads and sewers, and other useful conveniences. Why is it not 
possible to utilize to a great degree a large portion of the prison 
labor in enterprises of this kind? Why can they not be taught 
brick-making, for example, to be used in public buildings, for 
breaking stones for building roads, making sewers, and to some 
extent build structures of various kinds that are needed for public 


use ? 





Directors Who Do Not Direct—The position of trustee or direc- 
tor has of late occupied a good deal of attention in the courts 
of this country, as to the degree of responsibility attaching to 
that office and the way in which it should be administered. In 
England the same question has been under discussion, and con- 
scientious men are beginning more and more to realize the 
anomaly that exists in filling such office without being able to 
_perform the duties of it. Sir Bernhard Samuelson appears to be 
one of these. He has resigned his office as one of the trustees 
of the Banbury Savings Bank, and in a communication to the 
managers he says he wishes it to be understood that he with- 
draws on the general and public ground that, under the present 
circumstances of savings banks, those trustees who, like himself, 
were unable to give personal attention to the duties of the 
institutions with which they were connected, were placed in a 
position of responsibility without any corresponding advantage. 
He did not resign with any feeling in regard to the Banbury 
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Savings Bank in particular, and he considered that, while no 
other means were available for the safe custody of small savings» 
there was a valid reason why persons should, by lending their 
names as trustees of savings banks, do what lay in their power 
to promote habits of thrift, even if they were not able to fulfill 
all the duties properly attaching to the positions they had 
accepted; but now the Post-Office Savings Banks were so well 
known and appreciated, no one need or ought any longer to hold 
the office of a trustee unless he was willing and able to fulfill 
all the duties. In Canada, as well as England, the Post-Office 
Savings Banks have become very popular as depositories of sur- 
plus earnings, and the security they give is unquestionable.—Lon- 
don Free Press. 





Public Documents——The Public Printer, in his last report, pre- 
sented some curious facts and figures with regard to the printing 
of public documents. The office is the largest establishment of 
the kind in the world, and during the last fiscal year $2,708,866 
was paid for labor and material, and nearly three thousand persons 
were employed. The total number of documents printed exceeded 
17,000,000. The total number of copies of documents printed was 
17,346,216. The documents varied in size from committee reports 
of one octavo page to volumes of one thousand pages. Some of 
them were of great permanent value and historical interest, others 
had only an ephemeral importance as part of the current business 
of Congress. The “usual number” printed of each of these docu- 
ments is 1,900, of which 806 are delivered unbound to the two 
houses of Congress for the use of members and senators, and the 
rest are bound in leather, one copy for each senator and repre- 
sentative, a certain number for the library of Congress, and 420 
copies of each Senate publication, and 470 of each House publi- 
cation, except the Journal, of which 1,550 additional copies are de- 
livered to the Secretary of the Interior for distribution to the 
libraries ot each State and territory, and to the several institu- 
tions in each State and territory which have been designated as 
depositories of public documents, in accordance with the provisions 
of the Revised Statutes, one set each. The mode of distributing 
these documents is very wasteful, and we might add, also, that it is 
seriously disregarded. The theory is that the representatives and 
heads of departments are simply the agents of the people for their 
proper distribution. Of late years, however, many of the legislators 
have formed the vicious habit of selling their books to brokers 
who hang around the capital, and buy, in advance, perhaps, of 
their publication. Thus the books which fairly belong to the pub- 
lic are retained as private property, and fail to reach the persons 
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who care most for them, unless, indeed, they buy them as they do 
other books, from the bookseller. In England the mode of distri- 
bution is very different. The price of every Government publica- 
tion is printed on its cover, which is very reasonable, exceeding 
slightly, if at all, the bare cost of printing. The price is not 
intended so much to reimburse the Government for the outlay 
incurred as to get the books into the hands of the persons 
who will be most interested in reading and keeping them. Why 
is not the British idea worth adopting? Why could not a list of 
our public documents be printed on heavy cardboard, with reason- 
able prices affixed thereto, and hung in convenient places in all 
of our post-offices, where it could be seen by everybody, and the 
postmaster be required to send for the books desired, and to de- 
liver them at the post-office to the buyer. In this way the public 
would be easily and conveniently served; the books would get into 
the hands of those who really want them, and a great economy 
would be wrought all around. The present system is vicious in 
the extreme, and the sooner it is abolished the better. 





? 
* 
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THE AUTHORITY AND LIABILITY OF BANK OFFI- 
CERS.* 
THE DUTIES AND LIABILITIES OF THE PRESIDENT. 


[CONTINUED. ] 

In the last number of the MAGAZINE, some of the legal prin- 
ciples determining the duties and liabilities of a bank president 
were considered. These have not been defined so fully by the 
courts as those of a cashier, for the reason that the president 
has not been so important in managing banks outside the larger 
cities as the cashier. The business, however, is changing in this 
regard, and to the president is more often committed than was for- 
merly the control of the institution. 

In Leggett v. The New Jersey Manufacturing and Banking Co. 
(Saxton, Ch. 541, p. 554), which was decided in 1832, the chan- 
cellor, after defining the duties of a cashier, remarked: “It is, 
perhaps, more difficult to define with precision the powers of the 
president of a bank; but I believe it may be said with safety that 
they are not so important as those of the cashier. He is the 
president of the board of directors, but as such does not possess 
the powers of the board. He is a member of the board, and in 
the absence of that body is intrusted with the general supervision 
of the concerns of the bank.” 


* Copyrighted. 
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Passing from this general definition of his powers, we may next 
inquire how far they have been fixed by general usage. “The 
officers,” says McKinney, J., “will be presumed to have been 
invested with the customary authority, and their acts within the 
scope of such usage, practice, and course of business, will be bind- 
ing on the institution in favor of third persons having no knowl- 
edge to the contrary.” (Nezffer v. Bank of Knoxville, 1 Head 162, 
p. 164.) In Rech v. State National Bank (7 Neb. 201, p. 206), 
Maxwell, J., has remarked that, “as a general rule, the officers of 
a bank are held out to the public as having authority to act 
according to the usage and course of business of such institutions, 
and their acts, within the scope of their authority, bind the bank 
in favor of third persons having no knowledge to the contrary.” 
(Citing Minor v. Mechanics’ Bank, 1 Pet. 46; Frankfort Bank v. 
Johnson, 24 Me. 490; Merchants’ Bank v. State Bank, 10 Wall. 604; 
Cook v. State National Bank, 52 N. Y., 96.) Therefore, if the usage 
in a State be for the president to draw and sign checks in the 
absence of the cashier, without special authority for that purpose, 
his bank will be bound by his action. And in a Tennessee case, 
the court further remarked that “in the absence of any positive 
prohibition upon the exercise of such a power by the president 
in the charter of incorporation, it is difficult to perceive any very 
sensible reason why such a power might not as well be exercised 
by the one officer as the other, so far as regards the binding effect 
of the act upon the bank.” (Nezffer v. Bank of Knoxville, 1 Head 
162, p. 165.) 

With respect to his authority to transfer notes and other nego- 
tiable paper, Judge Hall has remarked that “the usage is universal 
for the presidents and cashiers of incorporated companies, acting 
as the executive officers and agents of such companies, to make 
in their behalf indorsements and transfers of negotiable paper, by 
simply indorsing their names, with the additions of their titles of 
office. I cannot doubt that such an indorsement is sufficient to 
charge the corporation under whose authority the indorsement is 
made, and to transfer the note to the indorsee, so that the latter 
can maintain an action thereon in his own name.” (State Bank 
v. Fox, 3 Blatchf. 431, p. 432, citing Folger v. Chase, 18 Pick. 63; 
Brockway v. Allen, 17 Wend. 40; Watervliet Bank v. White, 1 Denio 
608; Babcock v. Beman, 1 Kernan 200.) 

When no such usage exists, if the directors have full power to 
conduct the business of a bank, they can authorize the president 
to indorse its notes. In an action to recover on a note thus 
indorsed, Frick, J.,* said: “It is maintained that the president, ex 
oficzo, had no power to indorse the notes of the bank. This may 


* Merrick v. Trustees of the Bank of the Metropolis, 8 Gill 59, p. 68. 
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Or may not be so, according to the particular state of facts pre- 
sented. Ordinarily, the cashier, as the agent and servant of the 
president and directors, has this power conferred on him. But, in 
the present instance, the board of directors instructed the presi- 
dent to indorse all the notes, and this note among others was 
indorsed by him. So far, the act was fully authorized; the presi- 
dent and directors . . . having full power to conduct the affairs 
of the bank, and to make all such rules, regulations, and orders 
for the government of the bank, from time to time, as they may 
deem expedient. The power which the cashier has to indorse the 
notes is derived from the same source. and that power, for any 
specific purpose, may at any time be revoked by the board, and 
conferred upon another, as was the case in this instance.” 

“Although the president of a bank be not authorized, by virtue 
of his office, to draw checks for the moneys of the bank, it is 
clear that the company may empower him, as its agent, in a 
particular instance, or generally, to do so; and that, in such case, 
the bank will be bound by the act. Corporations, in this respect, 
stand upon the same footing with natural persons, and are alike 
bound by the acts of its agent beyond the limits of his authority, 
if done by their previous or subsequent assent, or express or implied 
direction.” (McKinney, J., in Mefer v. Bank of Knoxville, 1 Head 
162, p. 164.) 

Moreover, on some occasions, his contracts that are not of an 
ordinary nature will bind the bank. Thus O., the president of a 
bank, informed R. that a bank was to be reorganized, and that if 
he would act as director, and his firm would give it all their busi- 
ness, and use their influence to extend its business, ten shares of 
its stock would be given to him. R. accepted the _ proposition, 
and was elected and served as director, and his firm transacted 
their business with the bank. The president, in making the con- 
tract, professed to act for the bank, which, having received the 
benefits therefrom, was regarded as having ratified it, and conse- 
quently was bound to perform it. (Rech v. State National Bank, 
7 Neb. 201.) 

A peculiar question of the president’s authority has been decided 
in West Virginia, which arose from the civil war. A Richmond 
bank had a branch in Charleston, which was in Virginia before 
the division of the State. The directors of the branch resigned 
soon after the opening of the war, but the president continued at 
his post, receiving instructions from the parent bank as often as 
circumstances permitted. In 1863 he received payment from S. of 
a note due to the branch from the estate of D., and assigned the 
same, which was secured, by a trust deed, to S. It was decided 
that the president had adequate authority to receive payment. 

















1888.] THE AUTHORITY AND LIABILITY OF BANK OFFICERS. 933 


(Parker v. Donnally, 4 W. Va. 648, as explained in Smzth v. Lawson, 

18 Jd. p. 232), but not to assign the note. (Smzth v. Lawson, 18 
- Id. 212, pp. 230-232.) 

In interpreting the duties and liabilities of a president, which 
are prescribed by charter, general statute or by-law, it has been 
decided in Indiana, under the banking law enacted in 1855, that 
“in carrying on the ordinary—that which may be termed daily— 
business of banking, such as drawing, indorsing and accepting 
bills of exchange, giving certificates of deposit, etc. either the 
president or cashier was authorized to bind the institution, in the 
absence of any specified manner of transacting said business, pro- 
vided for in the articles of association.” (Ad/zson v. Hubbell, 17 
Ind. 559, p. 564.) So, too, a note could be indorsed by the cash- 
ier alone if this conformed to the usage among banks. (/omes v. 
Hawkins, Id. 550.) In Pennsylvania, a resolution of the board 
which authorized “the president and cashier” as often as they 
found occasion to borrow money, or obtain discounts, did not 
authorize either of these officers to borrow on his_ separate 
authority. They were required to act jointly or agree in the 
transaction, “though the mode of effecting their purpose should 
be by a note or bill signed or indorsed by only one of them.” 
(Ridgway v. Farmers’ Bank, i2 Serg. & Rawle, 256, p. 264.) 

Nor can the president be empowered by the directors to do 
anything which cannot be done by themselves. For example, as 
they cannot release without consideration a debt due to the 
bank, they cannot empower him to release it. (Hodge’s Executor 
v. First Nattonal Bank, 22 Gratt. 51; Furst National Bank vy. 
Kimberlands, 16 W. Va. 555, p. 581.) 

In executing deeds and. other instruments of that nature, the 
president’s authority has been defined in several ways. Thus an 
instrument to discharge a judgment rendered in favor of the bank 
should be executed in the name of the institution. If, therefore, 
he should deliver such an instrument, running in his name as 
president, signed without the corporate seal, and not declared to 
be the act of the bank, it would not operate as a satisfaction 
or discharge of the judgment, or confer authority to cancel the 
docket of the same. (Booth v. Farmers’ & Mechanics’ National 
Bank, 4 Leans. 301.) 

In McKeag v. Collins (87 Mo. 164), the president executed a 
deed in trust for its creditors, which was attacked on the ground 
that no authority to execute it had been conferred on him by 
the directors. The evidence showed that they rarely met, and 
that the president acted as though the institution belonged to 
himself. Yet he had never executed a deed before without 
express authority from them, consequently he was not justified in 
doing so on this occasion. 
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He may, though, execute a deed countersigned by thé cashier, 
provided its charter contain a clause that “the bills obligatory 
and credit notes, and all other contracts whatever, on behalf of 
said corporation, shall be binding upon the company, provided the 
same shall be signed by the president and countersigned or 
attested by the cashier of the said corporation.” (Lessee of 
Veasey v. Graham, 17 Ga. 99.) Moreover, if a bond and mortgage 
be made payable to the president before the organization of his 
bank is completed, he is the proper officer to assign the same, 
and in doing so his seal should be used, and not that of the 
corporation. (Valk v. Crandall, 1 Sandf. Ch. 179.) 

The authority of a president to bind his bank for advances, 
was one of the questions asked when these institutions were less 
independent than they are now. In one case an embarrassed bank 
authorized its president and cashier to raise money for redeeming 
its circulating notes. In executing this authority they purchased 
a large amount of State stocks with notes of the bank signed by 
them and payable in the future. The stocks were applied to the 
use of the bank; the notes, however, given by the president and 
cashier, were not paid at maturity, but were paid afterward by the 
president. it was decided that he had a valid claim against the 
bank for the amount. (Bank Commissioners v. St. Lawrence Bank, 
8 Barb. 436.) 

“No officer of a bank can bind it by a promise to pay a debt 
which the corporation does not owe, and was not liable to pay, 
unless the bank authorize or has ratified the act.” (Maxwell, J., 
in Rich v. State National Bank, 7 Neb. 201. p. 206, citing Salem 
Bank v. Gloucester Bank, 17 Mass. 1; Merchants’ Bank, v. Marine 
Bank, 3 Gill. 97.) But “ratification is equivalent to original authority 
to act in the matter which has been ratified; and the same rule 
applies to corporations which is applied to natural persons.” (Max- 
well, J., in Rzch v. State National Bank, 7 Neb. 201, p. 209, citing 
Fleckner v. United States Bank, 8 Wheat. 363, and many other 
authorities. (Kennedy v. Otoe County National Bank, 7 Neb. 59.) 

“The president . . . has no authority, as such, to surrender 
or release the claims of the bank against any one; and if he 
possesses such authority, it is not wrtute officz?, but must be 
derived from the board of directors by their vote, or from their 
assent, express or implied.” (Ames, C. J., in Olney v. Chadsey, 7 
R. I. 224, p. 228.) 

The president cannot charge a commission for guaranteeing his 
bank’s paper, unless an explicit agreement has been executed with 
the proper authorities. In the case of a receiver of a bank against 
its president, in which he claimed that money was due to him for 
rendering a service of this nature, Nelson, C. J., remarked that, 
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“before any person holding the official connection of the defendant 
with the bank, or any one standing in that relation to an institution 
of the kind, can be allowed to set up a claim for superadding 
his own private responsibility to the responsibilities of the institu- 
tion in such cases, he must first establish a most clear and 
explicit contract to that effect, with the proper authorities; other- 
wise, the practice might lead to intolerable mischief and abuses.” 
(Leavitt v. Beers, Hill & Denio, Supp. 221.) 

The president cannot bind his bank by a contract which it has 
no power to make. Says Wood, J.: “A corporation cannot be 
bound by a contract made by iis president, or any individual 
member of the corporation, unless the power so to bind the com- 
pany is given to the president or individual members by the act 
of incorporation, or by some act of the corporation.” (M¢. Sterling 
& Jeffersonville Turnpike Road Co. v. Looney, 1 Met., Ky. 550, 
Pp. 551.) 

Nor would he render himself liable by such an _ undertaking. 
The remarks of Judge Brewer, in a recent case on this subject, 
are worth giving. ‘Every person who deals with corporations is 
chargeable with notice of the general scope of their powers. If 
he deals with an insurance company he knows that it is insur- 
ance business that that company is authorized to transact. So if 
he deals with a bank he knows that it is banking business that 
that bank is authorized to transact, and none other. He has the 
same general knowledge that the officers of the bank have. Of 
course, where there is a concealment of a fact within the special 
knowledge of the party making the representation or making the 
signature, he may be bound. If, for instance, the bank had- power 
[to subscribe to the stock of a creamery] provided the directors 
had assented, and defendant had represented to the plaintiffs that 
the directors had assented, when in fact they had not, then 
unquestionably a failure to hold the bank liable would cast a 
liability upon him; but when a man deals with an officer of a cor- 
poration, and that officer simply proposes to bind the corporation, 
and as a matter of fact the corporation. is not bound, and 
is not bound simply because the contract is ultra vires 
of that corporation, the individual making the _ subscription 
is also not bound.” (Holt v. Winfield Bank, 25 Fed. R. 812, 
p. 815.) 

If the president performs all the corporate functions of a bank, 
and uses them especially to his own personal advantage, it is 
responsible for his conduct. The case of the City National Bank 
of Dallas, Texas, is instructive. (Czty Natzonal Bank v. National 
Park Bank, 32 Hun.” 105), Hardie, the president, usurped, through 
the negligence of the directors, all the bank’s authority grossly, 
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mismanaged its affairs, and became a heavy debtor to the insti- 
tution. The vice-president had full knowledge of the situation. 
Afterward, Hardie went to New York to borrow money, taking 
with him worthless securities belonging to his bank. On these he 
borrowed money from a New York bank, a part of which was 
applied to discharge his indebtedness to his own. In a suit by 
the Texas bank to recover the balance due from the other, it 
sought to retain enough to discharge the indebtedness contracted 
with Hardie. Davis, P. J., in delivering the opinion of the court, 
said: “ When directors abdicate their powers in favor of a president 
to an extent that virtually makes him the sole representative of 
the corporate body, the corporation shall not be heard to deny 
that he is such body, when, through his wrongs, they seek to derive 
an advantage to the corporation from any fraudulent or excessive 
act. If the corporation would be chargeable, had it done the act 
or possessed knowledge of it, they should be charged with the 
knowledge their president possesses. On thisgground, the court 
should have charged the jury that the defendants, if the fraud was 
found to have been committed by the president of plaintiff, were 
entitled to protection to the crtent of the fruits which reached 
the hands of the plaintiff.” 

In this case, so the court further remarked, “the president had 
been permitted to become and be the bank, as representing all its 
corporate functions, and both figuratively and in fact to be its 
eyes and ears, and all the several senses that can in law or theory 
pertain to corporate existence. When such a president starts out 
for a raid upon the financial credulity of other banks and capital- 
ists for the purpose of capturing funds, with which to relieve 
himself and his bank from the embarrassments in which he has 
plunged it, there is no lack of reason or law in holding that his 
knowledge of any fraud he commits in obtaining the money 
shall be charged as notice to his bank, when it becomes the 
recipient of the plunder. The mere abstract question, whether 
the knowledge of the president of a bank, of his private personal 
dealings, when through them be brings a benefit to the bank, is 
notice to it of all that he himself knows on the subject of his 
acts, seems to us not controlling of such a case as this.” (Czty 
National Bank v. National Park Bank, 32 Hun. 105, p. 109, the 
court citing Mew York & New Haven R. Co. v. Schuyler, 34 N. 
Y. 30; Fulton Bank v. Canal Company, 4 Paige 127;° Bank v. 
Davis, 2 Hill 451; Holden v. New York & Erie Bank, 72 N. Y. 
286; Atlantic Bank v. Merchants’ Bank, 1o Gray 532.) 

In another case (Cutténg v. Marlor, 78 N. Y..454), the *-ustees left - 
the management of the bank to B., the president, and O., who was 
styled “manager.” 8B. took its securities without objection by the 
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trustees or officers, and used them in his private business, return- 
ing them when they were demanded. The trustees held no meet- 
ings, never examined the bank’s securities, and exercised no vigi- 
lance over them. It was decided that the bank was liable for a 
loss of securities, which were taken by the president. 

In this connection we may inquire, when is a bank liable for 
the assertions or statements of its president? On one occasion a 
business man called on the president, and inquired whether it 
paid interest on deposits. He replied, “No, we cannot do that; 
we will give you a certificate that will.” The other then gave 
some money to the president and received an_ interest-bearing 
certificate of deposit in a banking house of which the president 
was a member. The depositor then expressed some surprise that 
the certificate was not in the name of the bank. The president 
assured him that it was “all the same thing,” and that he could 
get his money in the bank whenever he wanted it. The banking 
house held a majority of the stock of the bank, and the deposi- 
tor, satisfied with the president’s statement, accepted the certificate. 
Nevertheless the bank was not liable for the deposit, the court 
remarking that the obvious inference from the president’s answer 
to the depositor was, “ not that the certificate was issued by the 
bank, but that it was equally good.” (fzrst Natzonal Bank v. 
Williams, 100 Pa. 123.) 

“If the vice-president of a bank commits a trespass quite out- 
side of his official duties, and not within the real or apparent 
scope of his agency, without authority from, or subsequent ratifi- 
eation by the bank, he does not thereby render the corporation 
jiable for his tortuous acts.” (Pierrepont, J., in Thomson v. Stx- 
penny Savings Bank, 5 Bosw. 293, p. 309; 2 Comst. 479; 
Mechanics Bank, v. New York & New Haven R. Co., 3 Kern 
633; Weed v. Panama R. Co. 17 N. Y. 362; Wright v. Wilcox, 
19 Wend. 345.) In Thomson v. Sixpenny Savings Bank, the vice- 
president forbid the sale of fixtures belonging to land that had 
been mortgaged to the bank, and the judge charged the jury 
that if he was acting with the knowledge and sanction of the 
trustees, or by authority and sanction of the president, it was 
enough to make his acts binding on the bank, but the higher 
court said that “the president could no more confer authority 
upon the vice-president to do the acts complained of, than the 
vice-president could confer the same authority upon the president; 
no such authority resided in either, and neither could by their 
wrongful acts bind the bank under the circumstances in this case.” 

Having shown what authority pertains to the office of president 
by positive law or usage, we shall next show what he cannot do 
without rendering himself liable. For, as he is an agent, he is 
58 
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clearly liable whenever transcending or abusing his powers like the 
agent of an individual. This, so Judge Beardsley has remarked, 
“ought to be regarded as too plain to require an authority,” 
(Austin v. Daniels, 4 Denio, p. 301. , 

What, then, is a violation of his duty? If he and the cashier 
should have entire control of the business, unrestricted by regula- 
tions adopted by the directory or stockholders, and should not be 
required to report to the directors their discounting transactions, 
they would have no power to use the bank’s property in their 
private business. (Rhcdes v. Webb, 24 Minn. 292; Reed v. Bank of 
Newburgh, 6 Paige’s Ch. 337.) To do this would be an embezzle- 
ment, and the receiver of the property, if knowing that it had 
been embezzled, would also be a participator in the fraud, and 
liable criminally as well as civilly for the amount. (Reed v. Bank 
of Newburgh, 6 Paige’s Ch. 337.) Says Gilfillan, C. J.: “General 
authority in those officers to make discounts would not authorize 
them to bind the bank by discounting their own notes. This 
restraint upon agents, and those occupying fiduciary positions, is 
essential to secure absolutely fair dealing and adequate protection 
to those whose interests are confided to them.” (Akhodes v. Webé, 
24 Minn. 292, p. 294.) Hence, the director of a bank—whose stock 
the president agreed to buy, and which, having been received, and 
his note therefor surrendered, the president telling the cashier that 
he would pay it—was not relieved of liability to the bank. (/d.) 

And if a president who had general charge of the btsiness should 
permit and direct the drawing of money from the bank without 
security by a person who is known or supposed to be irrespon- 
sible, and with whom he is interested in business, for which the 
money is cbtained, and should request the cashier to say nothing 
to the directors concerning the transaction, he would be liable to 
the bank for the same. (frst National Bank v. Reed, 36 Mich. 
263.) Says Cooley, C. J.: “ Taking the statement of the cashier 
as true, the act of [the president] in allowing [the borrower] to 
draw moneys from the bank was wholly irregular and unwarranted. 
It was without the knowledge of the proper financial officer of the 
bank, the cashier, and without taking security. These facts, in 
connection with the supposed insolvency of [the borrower] made 
it a gross breach of trust.” (Page 268; Austin v. Daniels, 4 Denio 
299; see Commercial Bank v. Ten Fyck, 48 N. Y. 305.) 

Nor would the cashier’s knowledge of the transaction affect the 
president's liability. Said Cooley, C. J., in the case above men- 
tioned: “A loan by the president under the circumstances _ indi- 
cated would be a fraud on the bank; and the president, if he 
persuaded the cashier not to make known the facts to the direc- 
tors, could claim nothing because of the cashier’s knowledge: that 
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officer's silence might make him accessory to the fraud, but could 
not tend to excuse the principal.” (f/7zrst Naittonal Bank v. Reed, 
36 Mich., p. 268.) 

If a person assumes to be president of a bank by thus proclaim- 
ing himself through his correspondence with other banks, through 
advertisements and printed letter heads, he is liable for losses 
occasioned by the management of one who is acting as cashier. 
In Houser v. Tate (85 N. Car. 81, p. 86), the court said that “to 
the suggestion that the defendant did not supervise the operations 
of the bank, and knew nothing of its condition, the answer is 
obvious that he voluntarily assumes a position, the obligations of 
which demand this of him, and persons dealing with the bank 
may reasonably expect his faithful discharge of that obligation, and 
if he bestows no attention on the business, it is his own neglect, 
from which others should not suffer. But the prominent feature 
in the transaction is his assenting to be held out to the world as 
the chief officer of a corporation which has no legal being, and 
of which, if he had not, he ought to have had, knowledge, before 
lending his name in furtherance of its object.”* (Sank v. Wulfe- 
kuhler, 19 Kansas 60.) 

Moreover, if a bank had no power to do a thing, for example, 
to buy stocks, the cashier would not be protected in buying them, 
though doing so by authority of the president. (Austzn v. Daniels, 
4 Denio 299.) 

In an action against the former president of a bank to recover 
the value of its securities, which he had wrongfully appropriated 
in paying for his bonus and stock, when selling the bank to some 
worthless adventurers, it was held that it was not necessary to 
prove that the transaction was injurious to any creditor or stock- 
holder, or to tender to the defendant the stock sold by him in 
order to maintain the action. The value of the securities might 
be recovered by proving that they belcnged to the bank and were 
wrongfully appropriated by the defendant, and that before bringing 
the action he had collected them. (ayes, Rececver v. Kenyon, 
7 R. I. 136.) 


* The court further said: ‘‘ His assumption of the office of president is a positive act, 
the consequences of which he cannot evade by his failure to inquire into the existence and 
character of the organization of which he becomes the head, This is equivalent to a direct 
indorsement, challenging the confidence of all, who knew of his own superior business 
qualifications, in the institution supposed to be under his care.”’ 


[TO BE CONTINUED.) 
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LIABILITY OF DIRECTORS. 
COURT OF APPEALS OF KENTUCKY. 
Jones v. Johnson, 
Emery’s Sons v. Traders’ Bank & Warehouse Co. et al. 


LIABILITY TO,STOCKHOLDERS FOR NEGLIGENCE. 

The directors of a bank, having discovered an overdraft by the cashier, took his 
notes and those of his father-in-law, secured by mortgage, to the full amount of the 
overdraft. He/d, that, having done this in good faith, no liability attached to them 
for lack of the utmost diligence, both they and the stockholders having the greatest 
confidence in the solvency of both parties 

Where the president of a bank is a mere figure-head, and the directors receive no 
salary, in the absence of fraud they are not liable to the stockholders when they dis- 
count certain notes believing the makers and indorsers to be solvent, and they prove 
worthless. 

The directors of a bank, having removed a cashier on account of his overdrafts, 
took his notes secured by an indorser and mortgage in settlement, and to reconcile 
him, and avoid exposure and consequent loss, made him director with a salary. 
Held, that it was a proper exercise Of their discretion, and, as no damage resulted, 
the stockholders had no cause of action against them. 

A subscriber to the stock of a bank subscribed on condition that at the end of a 
certain period, if he wished, he could return the stock, and receive back the note he 
had given in payment, and which contained the same stipulation. e/d, that the 
stockholders of the bank, not having been misled, were bound by the terms of the 
contract. 

A subscriber to the stock of a bank released a valid claim for services against 
the bank, in return for notes given by him in payment of the stock. e/d, that the 
other stockholders had no cause of action thereby against the directors. 

LIABILITY FOR STOCK PURCHASED. 

Stock in a bank was issued to some of the directors for alleged extra services ; 
and they also, to sustain the bank, purchased other stock, giving their notes in pay- 
ment. //e/d, that the stock issued for extra services should be canceled, and each 
director should be held liable for the amount of stock purchased by him. 

FAILURE TO REQUIRE BOND OF CASHIER. 

The directors of a bank settled with the cashier for his official misconduct, and 
ordered his bond canceled, although no bond seemed to have been taken. edd, 
that, whether the bond was taken or not, the settlement with the cashier would have 
extinguished the liability on the bond, and the directors would not be liable for the 
failure to take a bond from the cashier. 

LIABILITY FOR LOANS TO CASHIER. 

Certain parties loaned to the cashier of a bank money on his seotes, with the stock 
of the bank as security, not knowing that the loan was for the benefit of the bank. 
The records of the bank showed that the stock was sold to the cashier to raise 
money for the benefit of the bank, which agreed to protect him. He deposited the 
money when obtained with the bank. edd, that, if the parties making the loan had 
any remedy against the directors, it was by individual suits for tort, and their claim 
could not be joined in a suit by stockholders to settle the assets of the insolvent 
bank, or by creditors to enforce their contracts. 

ABANDONMENT OF CAUSE OF ACTION. 

Certain parties loaned money to the cashier of a bank, not knowing the loan was 
for the benefit of the bank. The cashier died insolvent, and the bank failed. 
They began suit against the bank, after full knowledge of the transaction, and 
pending it, filed a claim against the estate of the cashier, and received a small per 
cent. on the debt. AHe/d, that the allowance of the claim against the estate of the 
cashier was not an election to abandon the action against the principal—the bank, 
—and the right to pursue it was not lost thereby. 
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The stockholders of the Traders’ Bank & Warehouse Company began 
suit to compel the assignee to sue the directors for negligence in its 
management ; and Thomas Emery’s Sons, creditors of the bank, joined 
in the suit, and sought to establish their claim against the bank. From 
the judgment obtained, the stockholders and Emery’s Sons appealed. 

Pryor, C. JA number of defendants in this case having made 
motions to dismiss this action on account of a misjoinder, and for other 
causes, the action was dismissed by a judgment below. That, on an 
appeal to this court, was reversed, and will be found reported in 1o Bush. 
649. The action was instituted by stockholders of the Traders’ Bank & 
Warehouse Company, to compel its assignee, Ullman, to settle the 
business of the corporation, and distribute its assets, and to make the 
president and directors of the bank liable for the negligent manner in 
which they had managed its affairs. By an answer and cross-petition, 
Thomas Emery’s Sons set up a large claim against the corporation, 
asking a judgment for the amount against it, and that the stockholders 
be compelled to pay up their stock for itssatisfaction. The court below 
adjudged that Emery’s Sons were not creditors of the bank, and dis- 
missed their complaint, from which they have appealed. It was also 
adjudged that the directors were not liable to the stockholders by 
reason of any neglect of duty, and from that judgment the stockholders 
have appealed. 

The organization of the Traders’ Bank & Warehouse Company, as 
well as the subscription to its capital stock, was mainly due to the ner- 
sonal exertions and influence of George P. Doern, its cashier, who was 
reputed to be a man of much wealth, and regarded as possessing the 
highest order of personal as well as business integrity. His father-in- 
law, Nuenberger, had retired from business, owning, as was supposed, a 
large estate, and was indorsing and sustaining Doern in all of his busi- 
ness transactions. James Johnson was made president of the bank, and 
his co-appellees, Theirnan, Clifton, Chase, Hecht, etc., were the direct- 
ors. They seem, from the record before us, to have been inexperienced 
in the business of banking. Doern was elected cashier by reason of his 
superior business qualifications, and for the additional reason, no doubt, 
that himself and his father-in-law owned more than one-half of the 
stock subscribed. The stockholders and directors were looking to 
Doern as the medium through which the enterprise was to be made a 
success. A great deal of the stock taken had not been paid, but notes 
executed for the amount by the stockholder, under the belief that one- 
half of the amount subscribed would soon be paid in dividends. Some 
$40,000 of stock taken by Doern was paid for in real estate, or at least 
that much was unprod:ictive capital. Doern, as cashier, seems to have 
had almost the complete control of the bank ; and the directors, having 
the utmost confidence in his integrity, as well as his pecuniary ability 
to meet all of his engagements, were not vigilant in the examination of 
his accounts with the bank, and within less than a year he had become 
largely indebted to it, and in fact had wrecked the entire enterprise. 

The corporation having assigned to Ullman, and Ullman declining to 
sue the directors for their alleged neglect of duty, the stockholders, or 
a portion of them, instituted this action; charging-—/7rs¢. That the 
directors, knowing Doern to be insolvent, allowed him to largely over- 
draw his deposit account, and, with a full knowledge of the facts, per- 
mitted him to take cash out of the teller’s drawer, and apply it to his 
private use; he placing his tickets in the drawer showing the amount 
taken, and the directors counting these tickets as cash. Second. They 
had discounted Doern’s paper for large amounts when they knew it was 
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not good, and the parties to it insolvent; and had permitted insolvent 
parties to overdraw their respective accounts, and had afterwards 
accepted Doern’s check for these overdrafts. Y74zrd. That the direct- 
ors had canceled the bond of Doern, executed as cashier, and released 
his sureties. /ourth. That the directors had sold to Doern 400 shares 
of stock, and took his note therefor ; and when he paid in $20,000 on his 
notes, they made him a present of, or permitted him to check out, 
$1,492.32 of the amount. /72z/¢h. They elected him a director after he 
was removed as cashier, and had paid him his salary as cashier when he 
was entitled to nothing. Szx/h. That the directors, after settling with 
Doern and his father-in-law his overdrafts, had permitted Doern to 
check out the balance said to be due him on settlement. Seventh. That 
they had released certain stockholders—Horace Scott and William 
Johnson—from the payment of their stock subscribed. Zzghth. That 
the directors, except Chase, drew from the bank various sums amount- 
ing to $4,344, for their own use, and surrendered worthless stock there- 
for. Other charges of mismanagement and neglect are made, not neces- 
sary to be considered, as those enumerated, and more specifically 
alleged as to amounts and dates than here stated, embrace the princi- 
pal subjects of controversy. 

This corporation was organized in September, 1871, and in March; 
1872, it was discovered that the balance books showed an indebtedness 
by Doern of nearly $40,000. Doern was then removed as cashier, and a 
settlement demanded, resulting in the execution of the notes of Doern 
and his father-in-law for the amount of this indebtedness, and secured 
by a mortgage on real estate then of ample value to satisfy the indebt- 
edness. That Doern had at times drawn more than his deposit account 
was a fact known to the directors ; his account showing at times credits 
to Doern by way of deposit of more than he had drawn out, and at 
other times an-amount exceeding his deposit account; but that he had 
overdrawn so largely was a fact unknown to the directors until March, 
1872. It is shown by Johnson, the president, that, when the committee 
was appointed to investigate the condition of the bank and the accounts 
of the cashier, the money was always on hand, and no tickets accepted 
as cash; that the accounts were proper, and no reason existed for the 
belief that Doern was betraying the confidence of the directors, or with- 
drawing such large sumsof money. It appearsthat Doern was a commis- 
sion merchant, engaged in the purchase and sale of whisky; and, when 
his account was overdrawn, he gave as a reason that he was then 
engaged in settling up his commission business with a view of closing 
his house, and required more funds than he otherwise wouid, as he was 
compelled to pay out, and was making few collections. He was 
regarded as amply able to meet all his engagements, and his solvency 
was not doubted by any of the directors, and but by a few business men. 
He and his father-in-law owned a majority of the stock ; and overdrafts 
that were not too large were not unusual, as the evidence shows, with 
those connecied with such institutions, if regarded as solvent. An exer- 
cise of the utmost vigilance might have produced different results, but 
this was not required of the directors; but when they did discover the 
condition of Doern’s accounts, and that practices had been resorted to 
by him in order to deceive, they obtained the settlement and the mert- 
gage to secure this indebtedness. Several of these appellants, who were 
stockholders in common with the officers of the bank, had been per- 
mitted to overdraw their deposit accounts, and now complain of the 
directors for permitting the cashier to dothe same thing. But it is 
evident that the directors secured the bank and its stockholders for 
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every dollar that Doern had overdrawn, by the mortgages executed to 
secure the notes of the latter and those of his father-in-law, given in 
settlement of this claim; so it is needless to discuss this branch of the 
case further than to show the confidence of these trustees, who were 
representing the stockholders, in tueir cashier, Doern, and their belief 
in his ability to pay his entire indebtedness, indulged almost to the 
moment of time at which the corporation was declared to be insolvent. 
Their only remedy was in a settlement with the cashier, and to secure as 
much as possible the amount of his indebtedness. This they seem to 
have done in good faith, and to protect the bank, regardless of the 
rights of others. 

It is proper to notice next the character of paper discounted by the 
bank for the benefit of Doern. It is alleged that the parties to the 
paper were insolvent, and known to be so by the directors, and if the 
facts proven establish the charge made they are no doubt liable. This 
controversy between the stockholders and directors renders it proper to 
determine the question of diligence to be exercised by the bank direct- 
ors in the control of the bank, its officers, and business. Thompson, in 
his work on Ojficers and Agents of,Corporations, says that “ Directors 
of a corporation are not liable to the corporation for mistakes of judg- 
ment, however disastrous such mistakes may be. In all these cases the 
question is: ‘ Have directors been guilty of negilence of a gross and fla- 
grant character?’’’ Every case must depend necessarily on the facts 
and circumstances surrounding it, and here it is plain that Doern, Cald- 
well, Chambers & Co., and Chamberlain, Doern’s indorsers, were 
believed to be perfectly solvent when the paper was originally discounted. 
The testimony of Chambers would confirm that belief; and the direct- 
ors, in the exercise of a discretion that must necessarily pertain to the 
exercise of their power, saw proper to discount the paper. That it 
turned out to be worthless is not sufficient, of itself, to convict the direct- 
ors of gross neglect in discounting it; but on the contrary, they had 
every reason to believe that Doern’s name made it desirable paper. 
There is no fraud shown, or combination between the directors and 
Doern to defraud the bank, or any fact tending to establish. neglect, 
except the implicit confidence they had in Doern’s finzncial ability and 
personal integrity ; and, so far as the discount of his paper is concerned, 
although worthless, these directors are not liable. That a higher degree 
of vigilance its to be required of the president of a bank, whose salary for 
a general supervision of its affairs is sufficient to compensate him in 
devoting his entire time and attention to its business, may be conceded; 
but directors who receive no compensation, ora president who is a 
mere figure-head of the institution, are liable for only gross neglect (in 
the absence of fraud) in the management of the corporation, and this 
rule most certainly applies when stockholders are attempting to make 
them liable. 

It is further urged that after Doern was removed as cashier he was 
elected a director of the bank and that he was allowed pay for his ser- 
vices when he was entitled to no compensation. We find no damages 
resulting to the bank by reason of the position assigned Doern after his 
removal as cashier; and when the directors attempted to make a settle- 
ment with him so as to secure his overdrafts, they saw proper to remu- 
nerate him, that a settlement might be obtained. This allowance was 
made in the exercise of adiscretion that belonged tothe directors; it 
was done in good faith, and to protect the corporation. They seem to 
have made an effort, as they swear, to reconcile Doern by making him a 
director, so that an exposure might not be made, and suits under the 
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act of 1856 instituted, under which, if the mortgages made by Doern 
and his father-in-law had been assailed by creditors as a preference 
within six months, the bank would ave lost the security, except a fro 
vata distribution between all creditors; and if this reason should be 
regarded as not satisfactory, no injury or damage having resulted from 
his appointment as director, the stockholders cannot complain. 

The appellants also complain that the directors released Horace Scott 
and William Johnson from the payment of their stock subscriptions, 
without any reason therefor, and in disregard of the rights of those 
interested with them. After the organization of the bank, Doern, the 
cashier, importuned Scott to take $100,000 of the stock upon condition. 
The note he gave evidenced the terms of the contract; and that he had 
the option at a certain period of time to determine whether or not he 
would take the stock, is conceded by the directors and shown by the 
notes of Scott executed for the stock, all of which were left, including 
the certificates of stock, with the bank. The note stipulated that the 
certificate should be received in discharge of the note; it was so 
received, and this ended Scott’s connection with the bank. The con- 
tract was binding on the bank, and if so, the stockholders, who were in 
no manner misled by it, cannot enforce the contract when “he party— 
the corporation—they represent, is bound by its terms. As to the 
claim of William Johnson for his services as superintendent of the ware- 
house, its validity not being questioned, the directors surrendered to 
him his note executed for stock, in full discharge of the claim for ser- 
vices. The value of his services exceeded the value of his stock, and, 
as between him and the other stockholders, they cannot complain. 

The court below held that the stock issued to some of the directors 
for extra services should be canceled; and further held that the shares 
of stock purchased by the directors in their own names, although done 
to sustain the credit of the bank, and for which they gave their indi- 
vidual notes, should be enforced, each director being liable to the extent 
of the stock purchased by him. In this conclusion we also concur, A 
careful examination of this entire record, so far as it affects the rights of 
stockholders, leads to the conclusion that the board of directors acted in 
the best of faith, and while a careful and vigilant business man might 
have detected the fraudulent purposes of the cashier at an earlier date, 
still the financial standing of Doern, connected with his business capa- 
city, influenced the directors and stockholders to give him the control 
of an experiment in banking, connected with the business of a ware- 
house, upon a limited capital, that was constantly begging for additions 
to its capital stock, resulting in less than one year in a complete finan- 
cial wreck. Those ordinarily careful in business transactions could not 
well have done more than these directors to protect the bank’s interest, 
and preserve the rights of the stockholders. Other charges of neglect 
of less importance than those noticed have been made, and were prop- 
erly disposed of by the court below. 

No bond seems to have been executed by Doern as cashier, although 
a resolution of the board shows that it was canceled. If, however, a 
bond had been executed, the settlement by the directors with the cash- 
ier included his liabilities as such, and would have released his sureties. 
His sureties would not have been liable by reason of the failure of Doern 
to pay his notes discounted by the bank. Whether or not the charter 
required the directors to take a bond is not a question raised, and, if so, 
the settlement made in good faith by the directors extinguished Doern’s 
liability caused by the abuse of his official position. A large number of 
the stockholders who were among the original plaintiffs disclaimed in 
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open court the intention of making charges of bad faith and neglect 
against the directors before the action terminated in the court below, 
and those who made no such disclaimer, and must, by their connection 
with the bank and the directors, have been conversant with its manage- 
ment, have failed to testify. We find no bad faith or gross neglect on 
the part of the directors. 

The question arising on the cross-petition of Emery’s Sons is more 
difficult of sclution than any other question in the case. These appel- 
lants maintain that the bank is liable to them for $20,000; the money 
having been obtained from them by Doern, its cashier, for the benefit of 
the bank. The money was loaned on the notes of Doern with the stock 
of the bank pledged as a collateral, and without any knowledge at the 
time that the money borrowed was for the bank. The bank insists that 
it sold Doern, through its directors, 400 shares of its capital stock, and 
took from Doern in payment his two notes for $20,000 each; that these 
notes were received in full payment for the stock, based on the belief b 
the directors that Doern was perfectly solvent. He is charged wit 
$40,000 as the price of the stock, and credited by his two notes, as cash, 
for $40,000. The bank, through its president, then certified that no lien 
existed on the stock to enable Doern to raise money on the stock by 
placing it asa collateral with those of whom he obtained the money. 
Armed with this certificate of stock, Doern obtained from Emery’s Sons 
$20,000, and left with them a part of this stock as security for its pay- 
ment. It is evident that Doern was either borrowing this money for the 
bank, or he was obtaining it to enable him to satisfy his debts to the 
bank. The directors say it was a sale of the stock, and for a valuable 
consideration, and not intended to raise money for the bank. Thisthey 
may have then supposed, as taney then had the greatest confidence in 
Doern’s ability to pay; but the manner of the sale to Doern, as evi- 
denced by the resolution of the directors under which the alleged sale of 
stock to Doern was made, and the subsequent disposition of the money, 
negatives the idea that such was the purpose of the directors or Doern 
when the alleged sale was made. The resolution passed by the board of 
directors is as foilows: ‘It was moved and carried that the president 
and cashier be authorized to issue to Mr. Julius Doern four hundred 
shares of Traders’ Bank & Warehouse Company stock in consideration 
of his two notes of twenty thousand dollars each, dated October 20, 1871, 
payable, respectively, in five and six months, with the understanding 
that when certificates for said stock, equivalent in amount to either of 
said notes, are presented, the said notes shall be surrendered to Julius 
Doern. The purpose of this arrangement is to enable Mr. Doern to 
borrow money on the deposit of said stock as collateral, for the use of 
the Traders’ Bank & Warehouse Company, which will take care to pro- 
tect Mr. Doern in the transaction.” The money thus obtained was 
deposited by Doern in the bank to his credit, less the discount that was 
restored to Doern. Whether the stock sold was to enable Doern to pay 
his debt to the bank, or for the purposes of the bank, it resorted to this 
means of raising the money, all of which was for the benefit of the bank. 
The resolution shows plainly the object in view; it was not a condi- 
tional sale of stock, but a sale to Doern to enable him to raise money 
for the bank, and zn this the bank agreed to protect him, itis plainly 
written, and the deposit made by Doern, with the discount returned to 
him, showed beyond doubt that Doern was executing the original pur- 
pose of the resolution. Emery’s Sons were either loaning this money to 
Doern for the general use of the bank, or loaning it to the bank to 
enable Doern to discharge his indebtedness to it. Emery’s Sons were 
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it is true, dealing with Doern alone, and were ignorant of the resolution 
when the loan was made; still this does not alter the liability of the 
bank. The loan was in fact for the benefit of the bank, and Emery’s 
Sons became its creditors; the money arising from the pledge of this 
stock went into and formed a part of its assets. The object of the res- 
olution was to enable Doern to borrow money on the deposit of the 
stock as collateral for the use of the bank and warehouse company, and 
Doern was to be fully protected in his acts. Doern had the authority to 
raise greatly more than his indebtedness by reason of this stock. With 
what was supposed to be his financial standing, as the proof conduces 
clearly to establish, he could have raised as much as the entire stock 
sold him, by pledging it as a collateral, and such was manifestly the 
intention when the resolution was adopted. The money of Emery’s 
Sons went into the bank at the instance of its directors, and for the pur- 
pose of increasing its assets, or to enable its cashier, ! . the pledge of the 
stock of the bank, to meet his liabilities; and when the fact was dis- 
covered by Emery’s Sons they sought to make the bank liable as its 
creditor, and the directors personally liable on the ground of fraud. 
They appeared in this action brought by the stockholders for a settle- 
ment and distribution of the bank’s assets, and had the right, as credit- 
ors, to priority over stockholders. If they had a remedy against the 
directors, it was for their tort in permitting the stock of the bank be 
transferred to them in sucha manner. Their liability was several, and 
not joint, and no implied contract arose between them and Emery’s 
Sons to save them harmless by reason of the power conferred on the 
cashier of the bank. The action against them, if any existed, was purely 
in tort, and could not be joined in the suit by stockholders to settle the 
assets of the insolvent bank, or by creditors to enforce their contracts. 

It is argued, however, that the cross-plaintiffs, Emery’s Sons, had, 
after a full knowledge of the transaction, elected to proceed against 
Doern or his estate for the payment of their debt, and are now precluded 
from looking to the bank, the unknown principal at the time the loan 
of the money was made to Doern, and the stock of the bank pledged. 
The cross-action of Emery’s Sons was pending against the bank when 
they presented Doern’s notes to his administrator in the settlement of 
Doern's estate. Doern had died, and the action being pending for a 
distribution of the assets of his estate between his creditors, the notes 
were presented and proven as claims, and the fro rata of a few cents on 
the dollar paid to and received by Emery’s sons. The bank had filed 
the notes executed by Doern for the stock pledged to Emery’s Sons as 
claims against Doern’s estate, and the commissioner reporting that the 
stock was not in fact purchased by Doern, but to raise money for the 
bank, the latter, or its assignee, withdrew the notes without prejudice to 
any claim that might thereafter be asserted. That Doern was liable to 
Emery’s Sons is evident; and that the bank was also liable, after the 
discovery that it was the real principal, is also plain. It was not, how- 
ever, a joint liability, and Emery’s Sons, after being in possession of all 
the facts, could abandon the right to claim against the bank, and look 
alone to Doern. The contract.was either with the principal, so far as 
Emery’s Sons were concerned, or with the agent, and both could not be 
made liable in a joint action. Doern’s estate was insolvent, and known 
to be such by the creditors, when the claim of Emery’s Sons was pre- 
sented ; the bank was also known to be insolvent, and the assets of both 
combined insufficient to pay Emery’s debt. The actions to settle the 
affairs of the bank and Doern’s estate were in chancery, and pending in 
the same court with the cross-action of Emery’s Sons pending in the 
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bank case, to make the bank liable. It is now insisted that the filing of 
the notes in the Doern suit, and collecting the fro rata, was a conclu- 
sive election on the part of Emery & Sons to look to Doern’s estate for 
the money, and not to the bank. If such facts constitute, in law, an 
election, then the judgment below, dismissing the claim of Emery’s Sons, 
was proper ; but if the question is one of fact, by which the intent of 
the creditor to make the election is to be determined, then there was 
no such election as precluded Emery’s Sons from looking to the bank 
for payment. That the plaintiffs in the cross-action had elected to sue 
the bank, and were prosecuting the claim against the bank when it was 
filed in the case against Doern’s estate, and continued to prosecute it, 
is conceded. The assets from Doern’s estate scarcely paid the cost of 
presenting the claim in order to obtain the fro rafa, and under such cir- 
cumstances it would be unreasonable to hold that it was an election to 
abandon the action against the principal, and look alone to the agent. 
Story, in his work on Agency, says that while the creditor has his elec- 
tion to sue either in a distinct and separate action, the creditor is not 
precluded by such an election from maintaining another action against 
the party not sued, unless he has in the first action obtained a complete 
satisfaction of his claim. Story, Ag. § 295. While this doctrine in its 
broad statement is not sustained by. the weight of authority, the general 
rule as laid down by Wharton is sustained by nearly all the authorities ; 
and thatis: “ In order to relieve the principal, there must be something 
equivalent to an election not to charge the principal; and whether there 
is such an election isa question of fact which is not determined by 
charging the agent after knowledge of the principal.” Whart. Ag. § 472. 
The English rule is “that after the agent has been sued to judgment, 
the right to revert to the principal is lost.” (Priestley v. Fernie, 3 Hurl. 
& C. 977.) Wethink the undoubted rule is that if, when the creditor 
discovers the principal, and with a full knowledge of the circumstances 
connected with the transaction, he then gives the sole credit to the 
agent, or proceeds to judgment against him, it is equivalent to an elec- 
tion to abandon all claim against the principal. 

That such facts may exist as would preclude the creditor as a matter 
of law from proceeding against the principal is not doubted; as, in the 
case given, where the “creditor with a full knowledge of all the facts 
should elect to sue the agent to judgment, nothing else appearing, the 
law would say that it was an election to look to the one sued, and an 
abandonment of all claim against the other. In the case of Cur/zs v. 
Williamson, L. R. 10 Q. B., 57, the goods were purchased in the name of 
Boulton, without declaring his agency. The fact of the agency having 
been subsequently discovered, the creditor, Boulton, having filed a 
petition for the liquidation of his estate, inclosed his claim to be filed 
for payment properly proven. His attorneys, fearing that it might pre- 
judice the claim against the principal, telegraphed the commissioner 
not to file the affidavit, but the dispatch not being received in time, the 
claim was filed, but no money paid on it. After this was done proceed - 
ings were commenced against the principal, and the defense was that 
the creditor had elected to proceed against the agent. The court held 
that it was no bar; “ that the creditor had the right within a reasonable 
time to elect to proceed against the principal; and unless in the mean- 
time, with the full knowledge as to who were the principals, and with 
the full power of choosing between them and the agent, they had dis- 
tinctly and unquestionably elected to treat the agent alone as their 
debtor,” his right to proceed against the principal had not been lost. 
The court further said: “In general, the question of election can only 
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be properly dealt with as a question of fact for the jury, subject to the 
discretion of the presiding judge.” In Przestley v. Fernie, 3 Hurl. & C., 

977, where the party had sued the agent, and obtained judgment, noth- 
ing else appearing, it was held that no action could be maintained 
against the principal. Jn Calder v. Dobell, L. R. 6 C. P., 486, the credit- 
or had taken the note of the agent, when the name of the principal had 
been disclosed, and it was held that the parol circumstances under 
which the contract was made were admissible, and the taking of the 
note from the agent did not necessarily amount to an election on the 
part of the plaintiffs to give credit to the agent only. In Pazge v. Stone, 
10 Metc., 169, it was held that the taking of the note of the agent alone, 

under a knowledge of the circumstances, was a discharge of the princi- 
pal. In Calder v. Dobell, parol evidence was admitted to explain the cir- 
cumstances under which the note was taken, and the only question 
raised in that case was asto the admissibility of that character of testi- 
mony when attempting to charge the principal. No such question was 
raised or made inthe case of Pazge v. Stone, 10 Metc., 169; that case 
having been decided on the want of authority by the agent to execute 
negotiable paper for the principal. The doctrine laid Cown in that case 
is, however, the correct rule. If the creditor, with a knowledge of the 
facts and the liability of the principal, sees proper to take the note of 
the agent, the principal is released. The creditor may give the exclu- 
sive credit to the one or the other; and, in doing so with a full know- 

ledge of all the facts, he must look to the one to whom he has given the 
creait. In Raymond v. Mills, 2 Metc., 319, the creditor proceeded in the 
lower court against both the principal and the agent, and when it 
reached the Supreme Court the writ of proceeding was dismissed as to 
the agent; the principal then argued that as the creditor had continued 
to charge the agent after he knew the liability of the principal, it was 
an election to look to the agent; but the court held that the creditor 
might have erroneously supposed that he could charge both at the same 
time, in the same action, and it was clearly open to any reasonable 
explanation consistent with the purpose of relying on the liability of the 
principal at all times after their liability was discovered—that it was 
one of these cases where the party, intending to retain all his legal 
rights, was yet uncertain upon whom the legal responsibility might be 
fixed, etc. 

In the case before us, an election had been made, and an action was 
progressing in which the creditors were seeking to make the principal 
liable; and the mere fact of the claim and allowance to them in the dis- 
tribution of the assets of the insolvent cashier was not an abandonment 
of the action against the bank. It would be unreasonable to hold as a 
matter of law, under such a state of facts as exists in this case, that the 
right to pursue the principal was lost, and that Emery’s sons intended 
to look alone to Doern’s estate for their money. 

The judgment below is affirmed, except as to ‘ -he complaint of Emery’s 
Sons on their cross-petition. They are the creditors of the bank, and 
its assets and stock must pav their debt. Some of the stock was sold 
or transferred prior to the bringing of this cross-action; other stock- 
holders have their discharge in bankruptcy; and the names or number 
of stockholders required to contribute, if the assets on hand are not 
sufficient, is not ascertained by this opinion. The amount received by 
Emery’s Sons from the sale of the stock, and from Doern’s estate, must 
be credited on their claim. The case is remanded on the cross-petition 
of Emery’s Sons, for proceedings consistent with this opinion. Zhom- 
sonv. Davenport,9 Barn & C., 78; Shakers v. Underwood, 9 Bush., 609; 
Dunn's Adm'r v. Kyle's Ex'r, 14 Bush.. 134. 
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REDUCTION OF CAPITAL. 
SUPREME COURT OF INDIANA. 
McCann v. First National Bank. 


The capital of a national: bank had become impaired by the non-payment of the 
interest on some bills and notes, which were among its assets, to the amount of 
$71,000, and, in order to avoid an assessment by the Comptroller, the stockholders 
reduced its capital stock, and carried the bills and notes to the account of supended 
or ‘‘ bad debts,” which were not thereafter included as assets, although retained in 
its custody. Some years afterwards the bank realized $75,000 from collaterals 
pledged for the security of the bills and notes. Ona suit by one of the stockhold- 
ers for the purpose of compelling the bank to distribute to him a share of the 
amount realized, proportioned to the amount of stock surrendered, 4e/d, that he 
could not recover. 


MITCHELL,C. J. The First National Bank of Jeffersonville was organ- 
ized some time prior to'the seventeenth day of August, 1876, in pursu- 
ance of the act of Congress which provides for the organization, and 
prescribes rules for the regulation and government, of national banking 
associations. The bank had at the date mentioned a paid-up capital of 
$300,000, of which Michael V. McCann owned seventy-seven shares of 
$100 each. Owing to the fact that there were among its assets about 
$71,000 of bills and notes of the Ohio Falis Car and Locomotive Com- 
pany, on which the interest had remained past due and unpaid for more 
than six months, and which were not well secured, and in process of 
collection, the capital of the bank had become impaired, and the Comp- 
troller of the Currency had given notice, and was about to assess the 
stock to the amount of $75,000 in order to make good the deficiency, 
according to the requirements of Rev. St. U. S. § 5,205. The stock- 
holders thereupon, on due consideration, resolved to avail themselves 
of the privilege conferred by Rev. St. U.S. $$ 5,143 and 5,204, in pursu- 
ance of which, by the required vote, they reduced the capital stock of 
the bank from $300,000 to $225,000. There being at the time little or no 
prospect that the bills and notes of the car and locomotive company 
would ever become collectible, they were presumably carried to the 
account of suspended or “ bad debts,” and were not thereafter included 
in the reports made tothe Comptroller, as assets of the bank, although 
they were retained in its custody. Some time in the year 1882, the bank 
realized about $75,000 from certain collaterals which had been pledged 
as security for the bills and notes hereinabove mentioned. The same 
was carried into the account, and treated as assets of the bank. Mc- 
Cann, after having, with the other stockholders of the bank, surrendered 
an amount of his stock proportioned to the reduction made in 1876, 
commenced suit in May, 1885, for the purpose of compelling the bank 
to distribute to him a share of the $75,000 realized as above, propor- 
tioned to the amount of stock surrendered. The question is, whether, 
upon the facts stated, the bank can be compelled, at the suit of a stock- 
holder, to distribute the money realized from the collection of the sus- 
pended bills and notes. 

An examination of the act of Congress makes it clear that a national 
banking association may, within limits, reduce its capital stock. This is 
provided for in express terms by section 5,143, which enacts generally, 
that shareholders owning two-thirds of the stock may reduce the capi- 
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tal stock of the bank toany amount not less than the minimum required 
by the act, nor than the amount required for the outstanding circulation 
of the bank, upon the approval of the Comptroller. Section 5,204, 
after providing that “no association, nor any member thereof, shall, 
during the time it shall continue its banking operations, withdraw, or 
permit to be withdrawn, either in the form of dividends or otherwise, 
any portion of its capital,” and after prohibiting the making of divi- 
dends in case losses have been sustained, which exceed the undivided 
net profits then on hand, deducting from such profits its losses and bad 
debts, as bad debts are therein defined, concludes as follows: “ But 
nothing in this section shall prevent the reduction of the capital stock 
of the association under section fifty-one hundred and forty-three.’ 
Section 5,205 makes provision for enforcing the payment of the capital 
stock, in case the capital stock has not been paid in, and also provides 
for assessments upon the shareholders to make good any deficiency, in 
case the capital stock becomes impaired by losses or otherwise, and 
makes provision for forcing the association into liquidation, in the 
event of failure to pay in the capital stock, or in case the shareholders 
neglect or refuse to pay up assessments which have been made in order 
to make good deficiencies which may have resulted from losses or other- 
wise. 

It becomes apparent upon looking into the act of Congress under which 
national banking associations are organized, and which regulates the con- 
duct of their business, that shareholders owning the requisite amount 
of stock in such an association may reduce the amount of the capital 
voluntarily, for the purpose, as it were, of producing a surplus for with- 
drawal and distribution, or they may be constrained to a reduction of 
the capital, rather than submit to assessments on their stock, so as to 
make good deficiencies occasioned by losses or otherwise. The intent 
and purpose of the act plainly is that in no contingency shall the 
amount of the capital stock exceed its actual value, taking into account 
the live assets and condition of the bank. In other words, the amount 
of the capital must be “ in line” with its value, and this uniformity may 
be procured, either by a reduction of the amount to any point not below 
the minimum required, or by assessing the stock, in case of loss or im- 
pairment, so as to make the actual value correspond uniformly with the 
amount of the capital stock. 

The case under consideration proceeds upon the theory that the 
stockholders became the owners of the bills and notes, the suspension 
of which occasioned the reduction of the capital, because they surren- 
dered an amount of their stock sufficient to restore the equilibrium, sa 
to speak, between the amount and value of the capital of the bank. It 
is assumed that if the shareholders had reduced their capital without 
constraint, for the purpose merely of withdrawing the excess of capital 
above the amount to which it was reduced, that the excess would neces- 
sarily have been distributable among the shareholders. It is from this 
premise that the conclusion is drawn that the bank became liable to 
distribute the $75,000 collected in the manner hereinabove stated. In 
support of this conclusion, Seeley v. Bank, 8 Daly, 400 Thomp. Nat. 
Bank Cas. 8c. is cited. That was a case in which stockholders of a 
bank, representing two-thirds of its stock, reduced the capital of the 
bank, with the approval of the Comptroller, from $500,000 to $300,000. 
The directors resolved to distribute $100,000 among the stockholders, 
and to retain $100,000 as a surplus fund, to be used in the business of the 
bank. One of the stockholders, who refused to surrender any part of 
his stock, commenced suit, and the court held that the bank was bound 
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to pay the whole of the $200,000 which resulted from the reduction to 
the stockholders. Stress seemed to be laid upon the fact that it ap- 
peared in that case that there had been no impairment of the capital of 
the bank. The reduction was assimilated to the winding up of the bank 
pro tanto. 

There is certainly no express provision in the law authorizing the 
withdrawal and distribution of any part of the capital stock of a bank- 
ing association prior to the final winding up of the bank. On the con- 
trary, as has already been seen, section 5,204 in terms prohibits any asso- 
ciation, or member thereof, from withdrawing, or permitting to be with- 
drawn, any portion of its capital stock, during the time the bank con- 
tinues its banking operations. Notwithstanding this prohibition, it may 
well be, in case a banking association should find itself unable to employ 
the whole of the capital originally embarked in the enterprise, and 
should for that reason determine upon and actually effect an authorized 
reduction, that the excess would in that event be liberated, and cease 
thereafter to be a part of its capital stock. In such a case the excess 
could well be said to have accomplished its mission as bank capital, and, 
like a dividend duly declared, could not be carried to the surplus tund 
of the bank, and be divested from the stockholders without their con- 
sent. Having reduced its capital upon the sole pretext that it could not 
find employment for the excess, the bank would not, for obvious 
reasons, be heard to say, after the reduction had been allowed and made, 
that it would retain the money for use in its business. Such a reduc- 
tion would proceed upon the implied understanding that the stockhold- 
ers should have, as a consideration for the surrender of a portion of 
their stock, a Zro ra/a distribution of the excess. To refuse to distribute 
the excess above what was required to maintain the reduced stock at its 
full value would, in such a case, be in the nature of a fraud upon the stock- 
holders. ‘ But it is not the rule that the reduction of a capital stock of 
a corporation always authorizes the distribution among the stockhold- 
ers of the difference between the original and the reduced amount of 
capital. Such a distribution is only lawful when it appears that the 
original capital stock is unimpaired.” Cook, Stock and Stockholders, 
$$ 289-537. ; 

In the present case, the reduction was not made to effect a distribu- 
tion of a portion of the accumulated surplus or unemployed capital of 
the bank. The original capital had become impaired by reason of “ bad 
debts,” and the stockholders were in the situation of being compelled 
to elect either to submit to an assessment of their stock, or go into 
liquidation, or reduce the capital of the bank, soas to put the amount 
of the capital in correspondence with its value. They chose the latter 
alternative. Rather than submit to an assessment of their stock, so as 
to make good the deficiency, each stockholder surrendered a_ propor- 
tionate share of his stock, and by that means they secured the privi- 
lege of continuing the business of the bank with a reduced capital. The 
appellant, as appears from his complaint, surrendered his proportion, 
receiving as a consideration therefor immunity from the impending 
assessment, and the privilege of holding the residue of his stock in a 
continuing association. This was all the consideration he contemplated, 
and that was implied in the transaction. (De/ano v. Butler, 118 U.S. 
634, 7 Sup. Ct. Rep. 39.) Having received the whole consideration upon 
which the surrender was made, the stockholders could not afterwards 
recover more, simply because the bank succeeded in realizing upon the 
suspended bills and notes, the suspension of which occasioned the re- 
duction. If the stockholders had submitted to the proposed assessment 
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of their stock, and paid in the $75,000, instead of reducing the capital 
stock, it would hardly be claimed that they would have become entitled 
to take or receive from the bank an equal amount of its suspended 
assets. Nor can we perceive any reason why they should have become 
entitled to them, because they elected to reduce the capital stock. Cor- 
porations have no implied power to enlarge or diminish their capital, 
or to distribute among shareholders any part of the fund which consti- 
tutes capital stock prior to the winding up of the corporation. (Suther- 
land v. Olcott, 95 N. Y. 93.) Persons who invest moneyed capital in 
national banking associations must look to the act of Congress, to which 
such associations owe their existence, and which regulates their con- 
duct, for authority to demand the return to them of any part of the 
capital invested, or to receive gains in the shape of dividends therefrom. 
Section 5,143, under which the reduction was authorized, required the 
bank to obtain the approval of the Comptroller of the Currency to the 
proposed reduction of its capital, and the proceedings for diminishing 
its capital stock ended with the approval so obtained. The capital of 
the bank as reduced, and the assets then held by the association, consti- 
tuted a trust fund upon the faith of which it was authorized to proceed 
with its business. The directors of the bank had no authority there- 
after to permit its capital stock or assets to be further depleted by distri- 
butions in one way or the other, of bills or notes among its shareholders. 
(In re Banking Co., 21 Ch. Div. 519.) The bank held its suspended bills 
under the same authority, and charged with like obligations in respect 
thereto, as measured its rights and duties in respect to other assets. It 
could only distribute its surplus money when it accumulated in the 
course of its business, and its right to distribute would depend upon an 
examination into the condition and affairs of the bank at that time. 
(Strong v. Razlroad Co., 93 N. Y. 426.) The right of the shareholders to 
compel a distribution growing out of the reduction was fixed by the 
condition of the bank as it existed when the reduction was made, and 
is not to be determined in the light of subsequent events. If a distri- 
bution had been authorized, and made in good faith, it is settled that 
the stockholders could not have been compelled to refund because of 
subsequent losses, even though the losses were caused by the suspension 
of bills and notes held by the bank at the time the distribution was 
made. (Mazuv. Mills,6 Biss. 98; Rezdv. Manufacturing Co., 40 Ga. 
98.) For the same reason the bank cannot now be compelled to distrib- 
ute because of subsequent events. Upon any view of the case, the rul- 
ing of the learned judge at the circuit was right. Judgment affirmed, 
with costs. 
Howk, J., did not participate in the decision of this case. 
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LEGAL MISCELLANY. 


BILLS AND NOTES—ACCEPTANCE.— When the drawee of a draft writes 
thereon “ excepted,” with his name and the date, parol proof is*admis- 
sible to show that he thereby accepted the draft. [Cor¢elyou v.“Maben, 
S. C. Neb. ] 


BILLS AND NOTES—ATTORNEY’S FEES.—A promissory note, contain- 
ing a stipulation for the payment of attorney’s fees, is not negotiable. 
[Altman v. Ritlershofer, S. C. Mich. ] 


CONTRACT—-LEGAL TENDER—LAPSE OF TIME.—In 1865, demand of a 
debt was made in gold coin, the debtor in lieu thereof gave his note for 
two and a half times the amount of the debt, and the note was renewed 
until 1879: He/d, that the contract made in 1865 having been acquiesced 
in for more than twenty years, would not be disturbed. [Proctor v. 
Heaton, S. C. Ind.] 


DEPOSITARIES--CHECKS—PAYMENT.—A depositary is not required to 
keep a separate account for each bankrupt’s estate, and must pay th 
checks of a court‘out of the fund to the credit of the court generally 
though the checks specify the cause in which they are drawn. [State 
Nat. Bank v. Dodge, U.S. S. C.] 


NEGOTIABLE PAPER—ACCOMMODATION NOTE.—An accommodation 
note is good against the maker in the hands of a third person who has 
received it in payment of a pre-existing debt. [Aeckhaus v. Commerczal, 
etc., Co., S. C. Penn.] 


NEGOTIABLE PAPER—EXTENSION—INDORSER.—Where a note was 
given and indorsed for accommodation, and the holder extended the 
time of payment without the consent of the indorser, it was a question 
for the jury whether the extension was or was not given. [Powers v. 
Silberstein, N. Y. Ct. App.] 


AGENT—AUTHORITY—PAYMENT.—When a loan is made through a 
broker, who is in the habit of making loans for the principal and collect- 
ing the interest and the debt, and the debtor does not know the prin- 
cipal, a payment to the broker is sufficient, though he has not the 
papers and the note is payable elsewhere. [Kent v. Congdon, U.S.C. C. 
Iowa. | 


BANKS—INCREASE OF STOCK.—A subscribed for new stock on the 
reorganization of a bank on the basis of a total subscription of $500,000. 
The actual increase was $461,300. He protested and refused to vote 
on his stock, but kept the certificate till the bank went into the hands of 
a receiver: He/d, he was liable on his subscription. [Autler v. Aspinwall, 


U.S. C. C. Mass. ] 


NEGOTIABLE PAPER—DEMAND NOTE—LIMITATIONS.—A note pay- 
able “on demand, after date,” is not a time note. The statute of 
limitations will run against it from its date. [eno v. Gay, S. }.C., 
Mass. | 
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BANKING AND THE SOCIAL SYSTEM. 


In Chicago a series of economic conferences between business and 
working men are in progress. The aim of them is to bring the two 
classes together. At a conference an address is delivered, and among 
those who have engaged in this praiseworthy work is Mr. Lyman J. 
Gaze, well known as the vice-president of the First National Bank of 
Chicago. A considerable portion of his thoughtful and interesting 
address on the above topic is now put before our readers. | 

In giving a brief description of the organization and operations of a 
bank, I shall confine my description to national banks alone. This for 
two reasons. 

First. Because whatever may be said of them may be applied in a 
general way to all banks; and, 

Second. Because national banks have been held forth especially by 
portions of the public press and by piatform orators as injurious monop- 
olics. The many adjectives used in so describing them I will not 
repeat. 

If any bank is an injurious monopoly, then national banks are so; 
and if they deserve such a characterization they ought to be wound up 
and forbidden to prosecute their injurious vocation. Dothey deserve 
it? Let us see. A national bank may be organized by any number of 
citizens, not less than five, in any place in the United States. There 
are certain restrictions as to capital. Thus, no bank can be organized 
with less than $50,000 1n capital, and in certain cities they must have 
more, reference being in general had to the population of the village or 
city where such organization is proposed. The number of these organ- 
izations is nowhere limited or restricted—fifty or five hundred, so far as 
legal restriction is concerned, may be organized in Chicago within the 
next year—and the laws controlling their action are made, and may at 
any time be amended, by the representatives of the people in Congress 
assembled. The officers, directors and shareholders are held to a strict 
accountability; and the number of bank officers now in prison, or in 
Canada (by many regarded as another name for the same place), is 
good evidence that the laws are enforced. 

A monopoly is described in the dictionary as the sole power to vend 
goods; a power either coming as a free grant from a government or 
secured by purchase. How can this word, so defined, be applied to a 
bank? But possibly, though not justly chargeable with monopoly, in a 
legal sense, they may exercise such powers as to practically bring them 
within the fair meaning of that word, giving it a little broader definition. 
What are their powers, and what are their practices? 

First, as to their powe.s: They may deposit with the government of 
the United States bonds to the amount of their capital, and issue their 
own notes to circulate as money to the amount of ninety per cent. of 
the bonds so deposited. For this privilege they pay a tax into the 
national treasury of one per cent. per annum on the average of their 
notes outstanding. The small value of this privilege may be inferred 
from the fact that Chicago banks with a right to issue over $14,000,000 
in such notes have outstanding less than $1,000,000. The national 
banks of the country, as a whole, with a right to issue about $500,000,000 
of such notes, have outstanding only about $166,000,000. 
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Second: They have power to receive deposits of money, but no 
power to compel any man to deposit a penny. 

Third: They have the power to lend money, but are forbidden by 
the law to loan any one person, firm or corporation, at any one period, 
more than ten per cent. of their capital. They are likewise forbidden 
to charge or receive a greater rate of interest than the law of the State 
allows its own citizens to charge or receive where the bank is located. 

Fourth: They have power to sue and be sued in the courts, the same 
as an individual. 

kifth: They may buy and sell exchange on other cities. 

Stxth: They may hold real estate, for office purposes, or such as they 
may take in the settlement of debts previously contracted, but such 
real estate, so received in the settlement of debts, must not be carried 
longer than five years. 

This, in substance, embraces all their powers and privileges. It is 
evident from the enumeration that they can do no business unless the 
people in the community in which the bank is located desire it. Like a 
hotel or a boarding house, they may build and furnish and open their 
doors, but they cannot compel any one tocome in. With no power of 
compulsion, subject to full and energetic competition, what kind of an 
imagination is it that finds in them anything which partakes in any way 
of the character of a monopoly ? And why should they be called by the 
opprobrious name of monopolist ? 

We have glanced at the laws under which national banks are created 
and the general powers conferred upon them. Let us now look at their 
practical operation, and see if we can discern in their practices anything 
injurious to the general good. As before stated, they cannot compel 
patronage from any one, and so far as they do have relations with the 
people, it must be by the voluntary wish of the people themselves. 
There are over three thousand national banks in the United States, one 
or more being found in every village of considerable size throughout 
the land. As a whole, their capital aggregates $578,000,000. This isa 
large amount, but they owe to the people, who voluntarily place their 
money on deposit with these banks, one thousand two hundred and 
forty millions. The depositors as a whole could buy the banks asa 
whole twice over, and have money left. What advantages do these 
depositors derive? In manv cases theyreceive a small interest on their 
moneys, which would otherwise be idle and unproductive. In all cases 
they transfer their funds from their own custody to a place of greater 
average security. By the check system in vogue, they are at all times 
able to transfer their money, in sums to suit, by orders on the bank, 
instead of by an actual transfer of the money itself. The keeping ofa 
bank account also brings the depositor into acquaintance with his 
banker, and gives him superior claims upon the banker's regard, should 
he require to borrow for the temporary needs of his business or other 
purposes. The amount loaned by national banks to their dealers, and 
to the public, as shown by the statements published in October last, 
was one thousand five hundred and eighty-seven millions. The value 
of these ternporarv loans to merchants, manufacturers, agriculturists, 
and, indeed, to the whole ,community, cannot be estimated. The 
employes of many manufacturers, who each week, with perfect regularity, 
receive their weekly pay, little know how often they would go home 
with an anxious mind and an empty pocket had not the employer found 
his banker ready and willing to make necessary advances to make up 
the weekly pay-roll. 

A bank has been, not unaptly, compared to a reservoir, into which 
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flow the temporarily unused funds of the community. Out from it, if 
judiciously conducted, a portion is sent in productive streams, to enrich 
the channels of trade and industry. 

There are two ways in which the operatives at Glasgow might obtain 
American flour. They might put their money together, entrust it toa 
capable agent, and send him with it across the Atlantic, and thence 
across the country which separates the Atlantic from the mills at 
Minneapolis or Chicago, and there lay down their money, obtain their 
flour, and transport it to their homes in Glasgow by such means as they 
could command. In the days of the patriarchs this would have been 
their method. So Jacob did when he sent his sons into Egypt to buy 
corn; but thanks to the developments of commerce, and the creation 
of intermediate agencies, a more convenient, economical, and a safer 
method now prevails. When the operative at Glasgow wants flour, he 
simply goes to his grocer, secures the needed quantity, and has the value 
of it entered to his debit on a week or a month’s credit. His grocer, in 
his turn, gets flour from the jobber or wholesale dealer, on a credit of 
thirty or sixty days. But the latter does not,send his money across the 
Atlantic. Instead of this, he sends a mail or telegraphic order to his 
broker in Chicago or Minneapolis, indicating the amount of flour he 
desires. The broker buys the commodity of the miller, who delivers the 
flour to the transportation company, and receives what is called a 
negotiable bill of lading. This instrument is merely a contract that, 
for a certain consideration, the company will transport the flour to 
Glasgow, and there deliver it to whoever may be the legal holder of the 
bill of lading. This instrument the miller delivers to the broker, and 
receives payment for his flour in the form of a check upon the bank, 
where, quite possibly, the broker has no money to his credit. To cover 
his check, so drawn, the broker hurries to the bank, draws his draft, 
generally at sixty days’ sight, upon the jobber in Glasgow, for the value 
of the flour, with the addition of his small charges. To the draft he 
attaches the bill of lading, and thus secured in the control of the prop- 
erty, the banker puts to the credit of the broker the equivalent of the 
draft, and thus is provided a fund for the payment of the broker’s check. 
The transaction is now so far advanced, that the flour is safely on its 
way to the consumer in Glasgow, and at this point the banker would 
seem to be the only one who is out of pocket as to money. If the 
matter went along to its natural conclusion, the flour would reach its 
destination, the draft drawn against it be duly paid to the banker in 
Glasgow or London for the credit and use of the American banker. 
How, then, will the American banker recover back the fund which it is 
thus seen he has transferred from his own strong box to the keeping of 
the English Bank? By avery simple method, as you will see. While 
this operation, the purchase and shipment of the flour, has been going 
on, another, but quite similar operation has occurred from the other 
side. The American millers have been receiving burlaps and bags from 
manufacturers in Scotland. Desiring to pay for these, they apply to the 
American banker, who, for the cash, will give them his draft or order 
against the funds to his credit in the English or Scotch bank, resulting 
from the draft or bill collected against the flour; and so the Amer- 
ican banker has his fund in hand again. The flour is settled for, the 
burlaps are paid for, and all are satisfied. No money has passed between 
the two countries. The operation described is, in effect, an indirect 
exchange of commodities—flour for burlaps. The intervention of the 
banker and the use of bills of exchange alone make this possible. This 
illustration fairly shows how the great traffic between nations is carried 
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on. With imports to the value of $700,000,000 or more, and exports to 
a similar amount, not more than five to eight per cent. of the whole is 
settled for by direct shipments of money. The great bulk is settled in 
the way we have described in the example of the flour and the burlaps. 

Surely this is a great service. It is, in substance, as if the banker 
stood midway between the two countries, passing in with one hand the 
products of foreign skill, and passing out with the other hand, in fair 
exchange, the products of American industry. For this service, his 
charge for profit competition has reduced to an insignificant sum. His 
charge for profit applied to a barrel of flour would be about one and 
one-quarter cents per barrel. Let me give you one or two instances 
taken from real transactions, which will illustrate better than argument 
can, some of the offices and functions of a bank, and the celerity of 
modern methods as well. Some time ago a banker was notified that he 
was wanted at the telephone. Withthe ’phone to his ear he recognized 
the voice of a dealer four miles distant, who said: “It is very import- 
ant that I pay to-day to Messrs. Blank, Number Blank, Union Building, 
London, fifty-eight hundred pounds sterling. Can it be done?” The 
banker’s reply was, “ Yes, if the cable is working. I will attend to it at 
once. Send in your check before close of bank.” Within two hours 
the payment was made in London. Not long since, a Chicago dealer 
appeared in the bank with acablegram in his hand. It came from a 
correspondent in Smyrna, Asia. It brought information that, owing to 
fear of a war blockade, a consignment of certain goods was offered for 
immediate cash at a very low price. By the bank’s facilities the matter 
was arranged, and within twelve hours the cargo was paid for, duly 
loaded, and on its way to America. Curiously enough, it was a cargo of 
canary seed. But if the bank or the banker is so important in our 
foreign trade, he is immensely more so in our home affairs, where the 
volume of industrial exchanges is many times greater. The mind can 
hardly take in and comprehend the great office served by bank checks 
in the purchase and sale of industrial products in the United States. 
The daily reports of the clearing houses of the principal cities show 
that daily transactions covered by checks drawn upon banks aggregate 
about $160,000,000 per day. The total supply of money in the country 
is less than sixteen hundred millions, including gold, greenbacks, 
national bank notes, silver and silver certificates. If commercial trans- 
actions were carried by the use of money alone, an amount very much 
larger than our total present supply would be constantly in transit, at 
enormous expense and great risk, or, the stock of money remaining the 
same, the price of commodities and labor would shrink to a degree that 
no man can estimate, in order to be exchanged against direct cash pay- 
ments. At least eighty-five per cent. of all commercial payments are 
now made with checks and drafts. 

In the course of the exchanges hinted at rather than fully described, 
it is the function of the banker to make payment for industrial products 
at the point of production, or at the point where they are first offered 
for sale, in ready cash, and to get his reimbursement from the final 
market or point of consumption. To illustrate: The value of live 
animals annually marketed at the Union Stock Yards in Chicago is not 
far from $200,000,000. All are paid for by check on the bank as fast as 
weighed. The larger part, as you know, go forward to other markets, 
either immediately or after being converted into cured meats. In the 
final markets throughout the East, the banker realizes the fund he has 
here advanced. The same method is in vogue regarding all agricultural 
products here marketed. This service of the banker is surely a great 
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advantage to the Western farmer, unless too dearly secured. What is 
the banker’s charge for making these cash payments here and taking 
his reimbursement three days later in New York, Baltimore, Boston or 
Philadelphia? About fifty cents on each $1,000 is the average charge. 

I might speak of the honorable character of an office and duty so 
high and important as we have seen rest upon the banker. I might 
also show in many other ways the benefit he confers upon the commu- 
nity, a benefit not conferred upon the rich and prosperous class alone, 
but shared in by the humblest member of our industrial society. If the 
suggestions I have made go to show that he fills a necessary and useful 
place in the social and economical system, my object is attained. I 
should not like to attempt to prove that he is, by the nature of his call- 
ing, a disinterested philanthropist. ‘Favor and benevolence are not 
the attributes of sound banking; the rigid performance of contracts is 
its sure foundation.” The banker is the natural result of the unfolding 
and development of the modern social state. In this unfolding, the 
division of labor has been a marked feature, and in this process of divi- 
sion, the banker, the broker, and the insurance office, have been indis- 
pensable factors. To try to eliminate them would be a folly as great as 
to dissever from the human body any one of its useful members. 


a 


BANK BILLS. 
SECURITY FOR CIRCULATING NOTES. 


That national banks hereafter organized shall not be required to 
deposit with the Treasurer of the United States, or keep on deposit, 
United States bonds in excess of one thousand dollars in par value, as 
security for their circulating notes; but such banks shall deposit with 
the Treasurer of the United States and keep on deposit as security for 
their circulating notes not less than the amount of bonds herein men- 
tioned: Provided, That the amount of such circulating notes shall not 
in any case exceed ninety per centum of the par value of the bonds 
deposited as herein brovided. 

SEC. 2. That any national bank now or hereafter organized is author- 
ized to reduce the amount of boncGs on deposit as security for its circu- 
lating notes to any amount not less than one thousand dollars in par 
value, by reducing its circulation, by the deposit of lawful money in the 
manner and subject to the conditions and restrictions now provided Dy 
law: Provided, That no bank having a capital of more than one hun- 
dred and fifty thousand dollars shall reduce the amount of bonds on 
deposit as security for its circulating notes to an amount less than fifty 
thousand dollars in par value, by withdrawing, in any one year, bonds 
in excess of ten thousand dollars in par value; and no bank having a 
capital of one hundred and fifty thousand dollars, or less, shall reduce 
the amount of bonds on deposit as security for its circulating notes to 
an amount less in par value than one-fourth of its capital stock by with- 
drawing, in any one year, bonds in excess of five thousand dollars in par 
value. /ntroduced by Hon. George £. Adams, Lllinozs. 





That section 5,159 of the Revised Statutes be, and the same is hereby 
amended to read as follows: 
“SEC. 5159. Every association, after having complied with the provi- 
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sions of this title preliminary to the commencement of the banking 
business, and before it shall be authorized to commence banking busi- 
ness under this title, shall transfer and deliver to the Treasurer of the 
United States anv United States registered bonds bearing interest to an 
amount not less than one-tenth of their capital stock paid in. Such 
bonds shall be received by the Treasurer upon deposit, and shall be by 
him safely kept in his office until they shall otherwise be disposed of in 
pursuance of the provisions of this title: Provzded, That the board of 
directors of such associations may, by a two-thirds vote, elect to issue 
no circulation, in which event the depositing of bonds will not be 
required: Provided further, That any national banking association 
desiring to withdraw its circulation may deposit with the Treasurer of 
United States lawful money in amount equal to its outstanding notes, 
and take up the bonds which such association has deposited for the 
security of circulating notes.” Jutroduced by Hon. E. N. Morrill, 
Kansas. 
BANK NOTE CIRCULATION. 

That any national banking association in existence as such at the 
time of the passage of this act, or who may thereafter deposit United 
States bonds bearing interest, in the manner required by law, shall be 
entitled to receive from the Comptroller of the Currency circulating 
notes not exceeding the par value of the bonds so deposited, in manner 
and in denominations as are provided by law: Provzded, That at no 
time shall the total amount of such circulating notes exceed the actual 

aid-in capital of such association ; and that all laws or parts of laws 
inconsistent with this act be, and the same are hereby, repealed. 
Introduced by Hon. Beriah Wilkins, Ohio. 


CoIN CERTIFICATES. 


That hereafter coin certificates shall be issued of any denomination 
for which legal tender notes of the United States may now be issued, 
and when received at the Treasury reissued as provided for in section 
two of this act; and all gold and silver certificates now outstanding 
shall be retired when they are received: at the Treasury of the United 
States. 

SEC. 2. That it shall be the duty of the Treasurer of the United States, 
upon the receipt of an original certificate of deposit issued by the 
United States Assistant Treasurer of any United States Sub-Treasury, 
stating that there has been deposited therein gold coin or standard sil- 
ver dollars of the United States in the sum of fifty dollars or any multi- 
ple thereof, payment of a like amount in coin certificates at the counter 
of any United States Assistant Treasurer designated by the depositor 
shall be ordered, which shall be redeemable in gold or silver coin at the 
option of the United States. Such certificates shall be receivable for 
customs, taxes, and all other public dues, and shall be a legal tender in 
payment of all debts, public and private. 

SEC. 3. That no certificate shall be issued of a denomination greater 
than five hundred dollars; that at least two-thirds of such certificates 
Outstanding at any time shall be of denominations not exceeding fifty 
dollars, of which two-thirds, at least thirty per centum, shall be of 
denominations of ten dollars and less. 

SEC. 4. That there shall be no further issue or reissue of five dollar 
national bank notes, nor of one, two, and five dollar United States notes, 
but notes of larger denominations may be issued in place of the five 
dollar national bank notes retired, and the total amount of United 
States notes as now fixed by law shall be kept up by substituting notes 
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of a higher denomination for one, two and five dollar notes. And after 
the passage of this act Treasury certificates shall not be issued on 
deposited United States notes. Jntroduced by Hon. William C. P. 
Breckinridge, Kentucky. 


BILL TO INCREASE THE CIRCULATION OF SILVER. 


That it is hereby made the duty of the Secretary of the Treasury to 
withdraw from circulation and destroy all United States legal tender 
Treasury notes of a less denomination than ten dollars, and to issue in 
lieu thereof an equal amount of said Treasury notes in denominations 
of ten dollars and over. 

SEC. 2. That hereafter no gold coin of a less denomination than ten 
dollars shall be coined at or issued from any mint of the United States; 
and the Secretary of the Treasurv is hereby directed to withdraw from 
circulation, as fast as practicable, all gold coins of the United States of 
a less denomination than ten dollars, and cause the same to be recoined 
in pieces of the denomination of ten dollars or of greater denomina- 
tions. 

SEC. 3. That the Treasury Department shall not issue hereafter to 
any national bank, circulating notes for said bank of a less denomination 
than ten dollars ; and it is hereby made the duty of each national bank 
to return to the Treasury for redemption and destruction all national 
bank notes and all Treasury notes of a less denomination than ten dol- 
lars which may come into its possession ; and on such return the Secre- 
tary of the Treasury shall redeem the same in gold coin or lawful cur- 
rency of the denomination of ten dollars or over, or in standard silver 
dollars or in silver certificates, and charge each bank with the amount 
sO paid out in the redemption of its notes; and he shall thereupon 
notify each bank of the amount of its notes so redeemed, and require 
said bank to pay said amount to the Treasury within thirty days; and if 
any bank shall fail to make such payment within said thirty days, the 
Secretary of the Treasury shall sell of the United States bonds of said 
bank deposited to secure its circulation, a sufficient amount to reimburse 
the Treasury for the said redemption ; and the said Secretary may issue 
to any bank new circulating notes of the denomination of ten dollars or 
over to an equal amount of the notes of said bank so redeemed, not, 
however, to exceed in any case, with the notes of said bank then out- 
standing and unredeemed, the amount of notes authorized by law to be 
issued on the deposit made by said banks of United States bonds to 
secure its circulation. 

SEC. 4. That the Secretary of the Treasury shall issue silver certifi- 
cates of the respective denominations of one dollar, two dollars, and 
five dollars upon the deposit in the Treasury of standard silver dollars 
or of silver bullion to the amount of said standard silver dollars, and of 
the value at the United States mint of said bullion, said issue, in the 
aggregate amount thereof, to be regulated so that it shall not be at any 
particular time below the aggregate amount of the small notes and 
coins which at that time have been withdrawn from circulation under 
the provisions of this act; and such certificates shall be a legal tender 
in payment of all debts, public or private. 

EC. 5. That the Secretary of the Treasury shall not hereafter make 
any discrimination against silver or silver certificates in the payment of 
any debt or demand against the United States, except when said debt 
or demand arises on a contract specifically and expressly requiring pay- 
ment in some other currency. | 
SEC. 6. That the Secretary of the Treasury be, and he is hereby 
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authorized and directed to make such rules and regulations as may be 
needful for carrying out the provisions of this act, and to put in circu- 
lation the silver certificates herein provided for, as soon as praticable. 
Introduced by Hon. B. W. Perkins, Kansas. 


THE ISSUE OF TREASURY NOTES. 


That section 5,224 of the Revised Statutes of the United States be 
amended by striking out the words “have power to sell,” in the 
tenth line, and inserting the word “cancel;” and by striking out the 
words “at public auction in” inthe eleventh line, the words “ New 
York city” in the twelfth line, and the words “and the necessary 
expenses of the sale to”’ in the thirteenth line of said section. 

EC. 2. That any association organized under this act, or any of the 
acts of which this is anamendment, shall, upon the expiration of its char- 
ter, return to the Treasurer of the United States its circulating notes, 
or make a sufficient deposit of lawful money to redeem its outstanding 
circulation ; whereupon the bonds deposited by the association to secure 
payment of its notes shall be reassigned to it in the manner prescribed 
by section 5,162; and thereafter the association «ad its shareholders 
shall stand discharged from all liabilities upon the circulating notes, and 
said notes shall be redeemed and canceled at the Treasury of the United 
States. And if any such association shall fail to make the deposit and 
take up its bonds for twelve months after the expiration of its charter, 
the Comptroller of the Currency shall cancel the bonds pledged for the 
circulation of said association; and after providing for the redemption 
and cancellation of said circulation he shall pay over any balance 
remaining to the association or its legal representatives. 

SEC. 3. That from and after the passage of this act the Treasurer 
shall not be permitted to issue or sell any United States bonds. 

SEC. 4. That the Secretary of the Treasury be, and is hereby, autho- 
rized and directed to cause to be printed and engraved notes of the 
United States, in addition to those heretefore authorized, and of the 
same kind and character as those now in circulation, in denominations 
of one, two, five, ten, twenty, fifty, and one hundred dollars, to an 
amount not exceeding the aggregate national bank note circulation. 

SEC. 5. That it shall be the duty of the Secretary of the Treasury to 
substitute and pay out the notes hereby authorized, in lieu of the 
national bank notes now outstanding and in circulation, as soon as said 
bank notes are redeemed. 

SEC. 6. That for the purpose of carrying into effect the objects of this 
act the Secretary of the Treasury is authorized to make such rules and 
regulations as he may deem necessary and proper. And all acts and 
parts of acts inconsistent or in conflict with the provisions of this act 
are hereby repealed. J/ntroduced by Hon.C. N. Brumm, Pennsylvania. 





That as soon after the passage of this act as may be practicable, the 
Secretary of the Treasury shall have prepared an issue of Treasury 
notes to an amount not exceeding the sum of the circulating notes of 
the national banking associations outstanding at the date of the passage 
of this act, which shall be used exclusively in the redemption, payment, 
and retirement from circulation of the said notes of the national banks. 
Said Treasury notes shall not bear interest, and shall be in the form fol- 
lowing : “ WASHINGTON, D. C., 

“ The United States of America is indebted to bearer in the sum of 
dollars.” 

And shall be signed by the Treasurer and countersigned by the Regis- 
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ter of the Treasury, or their signatures thereto be engraved ; and they 
shall contain such statements, devices, and inscriptions, as the Secretary 
of the Treasury may direct ; and the denominations of said notes and 
the general similitude thereof shall conform as near as may be to those 
of the United States notes commonly known as legal tender notes. 
They shall be receivable in payment of all taxes, customs duties, excises, 
debts, and demands of every kind due to the United States, and of all 
claims and demands against the United States, except for the principal 
and interest of United States bonds made payable in coin by existing law. 

SEC. 2. Hereafter no more circulating notes shall be issued to any 
national banking association, and every such association shall deposit 
in the Treasury of the United States, during each and every month 
from and after the passage of this act, United States legal tender 
notes, or national bank notes, not less in amount than five per centum 
of its whole circulation outstanding, until it shall have so deposited, in 
legal tender notes or national bank notes, a sum equal to the entire 
amount of its circulation outstanding. And when said monthly deposit 
is made, the Secretary of the Treasury shall reassign and deliver to each 
of said banking associations, a proportional amount, as near as may be, 
of its bonds deposited in the treasury, to secure its circulating notes 
aforesaid ; and when it shall have deposited, in legal tender notes or its 
own notes, the full amount of its circulation outstanding at the passage 
of this act, he shall cause to be reassigned and delivered the remainder 
of its bonds deposited as aforesaid; and each of said banking associa- 
tions shall surrender to the Treasurer the receipt of the Comptroller of 
the Currency for said bonds; and all of the said circulating national 
bank notes, as they are so deposited in each month, shall be canceled 
and destroyed under such regulations as the Secretary of the Treasury 
may prescribe. And after the said banking associations shall have sur- 
rendered and deposited bank notes and legal tender notes equal to the 
whole of the outstanding bank note circulation issued to such banking 
associations, said banking associations shall be released and discharged 
from further obligation to redeem any of their then outstanding circu- 
lating notes, and the same shall thereafter be redeemed by the United 
States in legal tender notes at the Treasury of the United States. All 
banking associations organized under existing law with power to issue 
their notes, redeemable in gold coin, shall, in lieu of making any part of 
the monthly deposit required by the preceding section in legal tender 
notes, make the said monthly deposit in their own circulating notes, or 
in gold coin, in the Treasury of the United States; and when all the 
outstanding circulation of such gold banks shall be deposited in circu- 
lating notes of said banks, or in gold coin, the bonds of the United 
States held by the Treasurer to secure the said circulating notes shall in 
like manner be reassigned and delivered to said gold banks, and the 
receipt therefor of the Comptroller of the Currency be surrendered to 
said banks; and thereafter the circulating notes of said gold banks then 
outstanding shall be redeemed in gold coin by the United States at the 
Treasury. And if any banking association shall fail to make the deposit 
and take up its bonds, as herein provided for, within sixty days after the 
expiration of the month during which said deposit is required to be 
made by this act, the Comptroller of the Currency shall immediately 
sell a proportional part of the bonds pledged for the security of the cir- 
culation of such banking association at public auction in the city of 
New York; and after providing for the redemption and cancellation of 
said circulation, and the necessary expenses of sale, pay over any bal- 
ance to the bank or its legal representative. 
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SEC. 3. It shall be the duty of the Secretary of the Treasury, as the 
said five per centum of the outstanding circulation of the banks are 
deposited as aforesaid, and the said circulating notes of the banks are 
canceled and destroyed as provided in the preceding section, to issue an 
amount of the Treasury notes authorized by this act equal to the 
amount of the circulating bank notes so deposited, canceled, and 
destroyed. 

SEC. 4. The tax on the circulation of national banking associations is 
hereby abolished ; and all provisions of law requiring the said banks to 
keep in their vaults in the Treasury, at redemption agencies or else- 
where, any sum of legal tender notes to protect the circulation of said 
national banks, are hereby repealed; and all acts and parts of acts 
inconsistent with the provisions of this act are also repealed. Jn/vro- 
duced by Hon. R. W. Townshend, Lllinois. 





That the Secretary of the Treasury be, and he is hereby, directed to 
cause to be prepared an amount of United States Treasury notes, in 
denominations of one, two, five, ten, twenty, fifty and one hundred dol- 
lars, equal to the amount of the outstanding circulating notes of 
national banks at the date of the passage of this act, said notes to be 
covered into the Treasury to be disposed of as hereinafter provided. 

SEC. 2. That whenever national bank notes now in circulation shall be 
received at the Treasury, sub-treasury, or other lawful depository of the 
United States, said notes being the property of the United States, they 
shall be assorted and an entry shall be made of their denomination, 
number, and the name of the bank by which they were issued, after 
which they shall be canceled and destroyed in manner to be prescribed 
by the Secretary of the Treasury, and an equal amount of Treasury 
notes provided for in the first section of this act shall be placed in the 
Treasury as current funds, in lieu of the national bank notes so canceled 
and destroyed. 

SEC. 3. That whenever any national bank shall retire its circulating 
notes, or any part thereof, in manner now provided by law, the Secretary 
of the Treasury shall place to the credit of the Treasury an equal 
amount of the Treasury notes provided for in section one of this act, 
so as to prevent a decrease in the circulating paper currency. 

Sec. 4. That whenever the Secretary of the Treasury shall cancel and 
destroy national bank notes as provided by this act, and shall issue in 
lieu thereof United States Treasury notes, it shall be his duty to cancel 
a like proportion of the principal of the United States bonds held by 
the Treasury as security for the redemption of the circulating notes of 
said bank, and shall enter the same as payment on the principal of said 
bond or bonds. 

SEC. 5. That the Treasury notes provided for by this act shall be legal 
tender for all debts, public and private, except where otherwise provided 
by law, and shall be paid out and kept in circulation as provided in case 
of United States notes now outstanding. 

SEC. 6. That hereafter there shall be no further issue of national bank 
notes to any banking associatior: or associations whatsoever; and all 
acts or parts of acts inconsistent herewith are hereby repeaied. /zfro- 
duced by J. B. Weaver, Ohio. 





That from and after the passage of this act all notes of national banks 
which may be received by the Treasury Department, or by any officer 
thereof, shall be forwarded to the Secretary of the Treasury, at Wash- 
ington city, who shall retain the same, and shall not pay them out again 
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for any purpose whatever, but shall assort them; and whenever the 
notes of any one bank shall be received to the amount of one thousand 
dollars it shall be the duty of the Secretary of the Treasury to immedi- 
ately notify the officers of such bank, and require them to come forward 
and lift the bonds of the United States pledged for the redemption of 
said notes, to an amount equal to the said national bank notes so held; 
which notes so redeemed shall be immediately canceled and destroyed 
by the Secretary, in accordance with the provisions and requirements of 
existing laws. 

SEC. 2. That it shall be the duty of the Secretary of the Treasury, 
whenever the notes of any national bank to the amount of one thousand 
dollars or more shall be canceled or destroyed under the provisions of 
this act, to cause to be printed and made ready for issue, under the form 
provided in the law of 1862, and subsequent acts, authorizing the issue 
of Treasury notes, an amount of Treasury notes exactly equal to the 
amount of national bank notes so canceled and destroyed ; which said 
Treasury notes shall be issued and paid out, for any and all demands 
against the Government of the United States, as fast as may be by law 
authorized and permitted ; and when so issued they shall be held and 
esteemed a legal tender for all purposes not otherwise previously pro- 
vided or forbidden by law. 

SEC. 3. That it shall be the duty of the Secretary of the Treasury, 
whenever the amount of Treasury notes issued under authority of this 
act shall accumulate to the amount of one hundred thousand dollars, to 
expend the same in the purchase of any of the interest-bearing bonds 
of the United States which may be authorized by existing laws, and in 
conformity with their provisions. 

SEC. 4. That the Secretary of the Treasury is hereby prohibited, from 
and after the passage of this act, from receiving on deposit any bonds of 
the United States as a pledge or security for any further issue of national 
bank notes to circulate as currency or money. 

SEC. 5. That national bank notes shall hereafter be received for all 
dues to the Government of the United States on the same footing as 
other lawful money. Jxtroduced by Hon. C. N. Brumm, Pennsylvania. 





That whenever the circulation of any national bank, or any portion 
thereof, shall be surrendered, the Secretary of the Treasury shall there- 
upon issue an equivalent amount of Treasury notes of the denomina- 
tions now provided by lawfor national bank notes. Said Treasury notes 
shall be deposited in the Treasury and paid out as other moneys kept 
for the discharge of the obligations of the Government. They shall be 
receivable for salaries and for all dues to the Government, including 
duties on imports; shall be a legal tender between national banks and 
for all debts due to any national bank; shall be redeemable in coin, as 
the legal tender notes of the United States now are; and when received 
into the Treasury they shall be reissued, and when mutilated or worn they 
shall be replaced, in the same manner as now provided by law for said le- 
gal tender notes. Thecoin held in the Treasury at the date of the passage 
of this act for the redemption of the legal tender notes of the Govern- 
ment shall also be applicable to the redemption of the Treasury notes 
herein provided for; and such coin reserve may from time to time be 
increased by adding thereto other sums from payments made into the 
Treasury, in the discretion of the Secretary of the Treasury: Provided 
That the total amount of said coin reserve shall never be less than 
twenty-five per centum nor more than thirty per centum of the total 
amount of legal tender and Treasury notes outstanding. Jntroduced by 
Hlon. D. B. Culberson, Texas. 
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ECONOMIC NOTES. 
THE RICHEST PEOPLE ON EARTH. 


“The wealth of the United States is phenomenal. In 1880 it was 
valued at $43,642,000,009; more than enough to buy the Russian and 
Turkish Empires, the kingdoms of Sweden and Norway, Denmark and 
Italy, together with Australia, South Africa and all South America 
lands, mines, Cities, palaces, ships, flocks, herds, jewels, moneys, thrones, 
scepters, diadems, and all the entire possessions of 177,000,000 people. 
Great Britain is by far the richest nation of the Old World, and our 
wealth exceeds hers by $276,000,000. The most remarkable point of this 
comparison is that European wealth represents the accumulation 
of many centuries, while the greater part of ours has been created in 
twenty years. [n 1860 our wealth was valued at $16,160,000,000. In 1880 
it had increased 170 per cent. During that period a million producers 
were destroyed by war, and not only were two great armies withdrawn 
from productive occupations, but they devoted marvelous energy and 
ingenuity to the work of destruction. Moreover, during the same 
period, slaves, whose value was estimated in 1860 at $1,250,000,000, dis- 
appeared from the assets of the nation. But notwithstanding all this, 
our wealth during these twenty years increased $27,482,000,000—$10,000,- 


000,000 more than the entire wealth of Russia, to be divided between — 


82,000,000." —Dyr. Strong. 
RUSSIA'S AGRARIAN QUESTION. 


My remarks on the Russian land banks are singularly corroborated by 
the last published report of their operations, the chief obiect of which, 
as I stated, was to assist the emancipated peasants to clear off the land 
tax and to acquire permanently the plots apportioned tothem. The 
report for the last year shows that, although eight new branches of the 
bank were Opened, the actual operations have very considerably dimin- 
ished, and the deposits fallen by 10,000,000 rubles. The larger and 
poorer class of peasants have been unable to give the necessary security 
for advances. The selling price of their grain has already decreased, 
while the price of the land has remained high and shows a tendency to 
rise higher still. This is owing directly to the demand of the nobles 
and rich farmers, who are benefiting from the agrarian banking system, 
ostensibly and specially established for the benefit of the peasants. In 
many districts there is evidence of the existence of rings among the 
nobles and rich farmers for the expropriation of the impoverished peas- 
antry. Where the poor struggling peasant fails to get assistance from 
the bank, his last resource is to go to the Jewish usurer, which means 
ultimate and speedy ruin. The greatest amount of misery exists among 
the peasantry in the Governments of Ekaterinoslav, Penza and Poltava, 
where bad harvests an1 cattle plague have been added to the reduced 
selling price of the scanty yield. No matter how the provincial authori- 
ties may gloss this question over, it is only too evident that with the 
agrarian banks virtually in the hands of the noble landowners and of 
the small class of rich peasant proprietors, we may look, in the absence 
of speedyGovernment succor, for a gradual reversal of the act of Eman- 
Ccipation, for the benefit of these two classes, leaving a mass of starving 
peasantry infinitely worse off than they were before 1863.—London Daily 
News. 
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A GREAT LAND SPECULATION. 


The financial history of the Elyton Land Company, which at one 
time owned all the land on which Birmingham, Ala., is built, reads like 
aromance. This company was originally chartered with a capital stock 
of $100,000, and the incorporators accepted stock in payment for lands 
owned individually. This was less than fifteen years ago. After a few 
years of hard effort many of the shareholders became tired of their in- 
vestment, as the future appeared to hold out no marked improvement 
either in the prospective value of the stock or the settlement of the 
lands owned by the company. Stockholders hypothecated their hold- 
ings, and a story is told on the streets of Birmingham to-day that 
is vouched for by the leading citizens, to the effect that one holder of 
$35,000 worth of Elyton land stock, on which a bank of the town 
had owned $3,000, forced the sale of the block of stock and less than 
$600 was realized. Now all this is changed. A “boom”’ struck 
Birmingham, and last spring $4,000 cash was offered: per share of $100 
with no seller. What tie stock is worth now will be better appreciated 
when it is stated that the land company has just declared a scrip 
dividend of 1200 per cent., amounting to $2,400,000. This dividend is 
based on the immense amount of secured notes given to the company 
in payment ofland. The scrip dividend is virtually equivalent to a 
cash dividend of 1200 per cent. for the six per cent. bonds, which are to 
be issued to retire the scrip, and secured by over $15,000,000 worth of 
property, consisting of town lots, buildings, mines, furnaces, water 
works, railroads, etc. 


THE RICHES OF BOLIVTA. 


Bolivia is doubtless the richest in minerals of any land on the globe, 
and millions upon millions of precious metals have been taken out of 
her mines by the primitive process which still exists,and must exist 
till railroads are constructed to carry machinery there. Every ounce 
of ore that finds its way out of the Andes is carried on the back of a 
man or a llama, and the quartz is crushed by rolling heavy logs upon 
it. By this method Bolivia exports from $12,000,000 to $15,000,000 of 
gold and silver annually, and the output would be fabulous 1f modern 
machinery could be taken into the mines. The distance from Jujuy to 
the farthest mining district of Bolivia is 700 miles, and it is no farther 
to the diamond fields of Brazil. Bolivia offers a grant of twelve square 
leagues of land and $40,000 a mile for the extension of the Argentine 
Northern to Sucre, and English capitalists are ready to continue the 
work as soon as the Argentine government drops it at the boundary 
line. A territory as large as that which li2s between the Mississippi 
River and the Rocky Mountains remains entirely unexplored. On its 
borders are the richest of agricultural lands, immense tracts of timber, 
diamond-strewn streams, and the silver and gold deposits of Cerro de 
Pasco and Potosi. What lies within is the subject of speculation. 
The tales of explorers who have attempted to penetrate its mysteries 
read like the old romances of Golconda and the El Dorado of the 
Amazons, where the women warriors wore armors of solid gold; but 
the swamps and the mountains, the rivers that cannot be forded, and 
the jungles which forbid search, the absence of food, and the difficulty of 
carrying sufficient supplies on foot, with the other obstacles that have 
prevented exploration, will be overcome eventually, and the secret that 
has tantalized the world for four centuries will be told by ambitious 


scientists.—Age of Steel. 














INQUIRIES OF CORRESPONDENTS. 


INOUIRIES OF CORRESPONDENTS. 
ADDRESSED TO THE EDITOR OF THE BANKER’S MAGAZINE. 


BANK LIEN. 

Can collection bills belonging to a bankrupt Le held by a bank against a debt? 
If a customer of a bank fails, and the bank has in its possession bills belonging to 
him, left for collection, can it collect them and apply the proceeds to any debt due 
it? Ifso, would it not be obtaining a preference over other creditors? Does it 
make any difference if the customer is not bankrupt, though indebted to the bank? 


ReepLy.—The bank can hold the bills J/# ve Farnsworth, Brown & Co. 
(5 Biss., 223), the firm kept an account with a bank in Chicago, and usually 
collected debts due to them by drawing bills against their customers, indorsing 
these to their bank, which forwarded them for collection to banks nearest 
to the debtors. ‘The firm was indebted to their bank on a demand note for 
$5,000. Shortly before the failure of the firm, but while in good credit, 
they handed to the bank a number of drafts for collection, on which it 
collected, after their failure, $1,200. The question, therefore, was squarely 
raised in that case, whether the bank could apply this money on the firm’s note, 
or whether it must pay the money to the firm’s assignee for general distribu- 
tion. ‘‘Although the question,” said the court, ‘‘is not wholly free from dif- 
ficulty, I think the weight of authority is in favor of the right of the bank 
to apply the money so collected, in liquidation, so far as it will go, on its 
own indebtedness.” The case of Muench v. Valiey National Bank (11 Mo. 
App. 144, p- 150), is equally decisive. Said the court: ‘ That bankers have 
a lien on all money and funds of a depositor in their possession, for the 
balance of a general account, is undisputed. We have no doubt 
that when a discount has been made by the bank, and the note has matured, 
so as to create an indebtedness from the depositor to the bank, all funds 
of the depositor which the bank has at the date of the maturity of the dis- 
counted note, or which it afterward acquires in the course of business with 
him, may be applied to the discharge of his indebtedness to the bank; and 
this is true, not only of the general deposit of the customer, but the rule 
applies to any commercial paper belonging to the depositor in his own right, 
and placed by him with the bank for collection.” In support of this rule 
the court cited several authorities (Jourdaine v. Lefevre, 1 Esp. 66; Scott v. 
Franklin, 15 East. 428; Ex parte Pease, 1 Rose, 232; Ex parte Pease, 19 
Ves. Jr., 25.) A bank, however, cannot apply a depositor’s balance on an 
obligation which matured after his failure or assignment. (Beckwithev. Union 
Bank, 11 N. Y., 211. 


INDORSEMENT. 


Can a bank require a person, who presents the following check, to indorse it 
before paying it: ‘‘ First National Bank, pay to John Smith or order five hun- 
dred dollars. 

$500. S. N. Y. & Co.” 

REPLY.—This question we have answered several times. Banks require 


check-holders to indorse the checks they present, for several well-known 
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reasons ; but if a check is drawn payable to the order of a person, and he 
presents it for payment, the bank must obey the direction of the drawer, if 
having enough of his money. It cannot withhold payment if the holder 
should decline to indorse it. The order of the drawer is imperative. It is 
without a condition. If the bailor of goods should give an order for them 
to a third person, and he should make a demand therefor, the bailee, under 
ordinary circumstances, would not be justified in dishonoring it. The precise 
question, though, has never been answered by any court of last resort in 
this country. In the case of McCurdy v. National City Bank, before the 
Court of Common Pleas, Cuyahoga County, Ohio, which was published in the 
BANKER’S MAGAZINE, vol. 37, p- 135, Judge Jones said: ‘‘ We think there 
can be no room for doubt that when a promissory note, bill, or check, is 
drawn, payable to any named person or order, and it is indorsed in blank 
with the genuine indorsement of the payee of the bill, that the title of the 
note, bill, or check passes by delivery, it is payable to whomsoever becomes 
the holder of it, that he may bring suit thereon, that payment to such 
holder on such blank indorsement is authorized, and that such payment will 
exonerate the bank when made in good faith.’”” The Judge also quoted from 
an Ohio case, decided by the Supreme Court, in which that tribunal remarked 
that ‘‘ The duty of a banker is to pay the bills and checks of his custom- 
ers, drawn payable to order, to the person who becomes holder by a genu- 
ine indorsement.” And again: ‘‘We do not think that the right of the 
absolute owner of a fund to direct to whom a check drawn upon it shall 
be paid, can be questioned.”’ 


AUTHORITY OF CASHIER TO PLEDGE THE BANK’S PROPERTY. 


If a bank is unable to meet its daily settlements, can the cashier pledge its bills 
receivable as security? Should the bank fail within a few days, can the banks which 
received the bills retain them, or be obliged to return them to the liquidator ? 


REPLY.—A cashier, as incident to his office, has authority to borrow money 
for his bank, and also to pledge its property as security. In Coats v. Don- 
nell (94 N. Y. 168, p. 176), Andrews, J., said: ‘‘ The cashier of a bank 
is its executive officer, and it is well settied that, as incident to his office, he 
has authority, implied from his official designation as cashier, to borrow 
money for, and to bind the bank for its repayment, and the assumption of 
such authority by the cashier will conclude the bank as against third persons 
who have no notice of his want of authority in the particular transaction, 
and deal with him ypon the basis of its existence. (Curtis v. Leavitt, 15 
N. Y. 9; Barnes v. Ontario, 19 Id. 152.) The negotiation of the drafts in 
this case by the cashier was within his authority. The power to borrow 
being admitted, the power to secure the loan by pledge of the property or 
funds of the bank (in the absence of any statutory vestment), in the ordi- 
nary course of business, would seem to be a necessary inference from the 
primary power, and this is recognized in the cases to which we have referred.” 
This is a recent case, and covers the point raised. In an early number of 
the MAGAZINE all the law on the subject will be considered. 
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POWER OF NOTARY’S CLERK. 


Can aclerk in a bank act as clerk for the bank’s notary in his absence, the latter 
leaving the necessary papers signed? Or, if a notary should instruct such clerk to 
protest all paper that might fall due during his absence of two or three days, and he 
should leave papers signed for the purpose, woulda protest made by the clerk be 
legal ? 

RepLy.—It would not. There has been much discussion by the courts 
concerning the powers of clerks to perform the duties of a notary in demand- 
‘ing payment and making protests of commercial paper. The question is 
really a double one; first, can the clerk make a presentment and demand 
payment ; and second, if having the right to do this, can he also make a 
protest ? With respect to the first question the authorities are not uni- 
form; the more general rule, however, in this country is that the clerk cannot 
make presentment and demand payment. Says Judge Holmes, in a well- 
considered case (Commercial Bank v. Barksdale, 36 Mo. 563. p. 572): 
‘‘It is well established that the presentment and demand must be made in 
person by the same notary who protests the bill; it cannot be done by a 
clerk, nor by any other person as his agent, though he be also a notary.” 
But this rule may be changed by usage in particular places; and, in truth, 
has been changed, especially in New York city. (Commercial Bank v. Var- 
num, 49 N. Y. 269.) This objection was raised before the Supreme Court 
of Maryland, concerning a note that had been protested by a notary public 
in New York city, and which had been presented for payment by one of his 
clerks. Goldsborough, J., said: ‘‘We cannot regard this as a valid objec- 
tion. In a commercial community so extensive as New York, it would be 
almost impossible for a notary to execute every portion of his duty without 
aid, and the custom of merchants, and the current of authorities upon this 
subject, sanction the employment of such aid.” (Munroe v. Woodruff, 17 
Md. 159, p. 164.) 

With respect to the second question we cannot answer in a better way 
than to use the language of Judge McLean: ‘‘If it were admitted that a 
notary’s clerk may make a demand of payment, yet it is very clear that 
the clerk cannot make the protest. This must be done by the officer who 
acts under oath, and to whose official acts, duly certified, the law gives 
verity.” (Sacrider v. Brown, 3 McLean, 481, p. 483.) Daniel has fully 
considered this subject in his work on ‘‘ Negotiable Instruments” (§§579- 
587), and Randolph has also, in the third volume of his work on ‘‘ Com- 


mercial Paper,” § 1,139, p. 136. 
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BOOK NOTICES. 


A Treatise on the Law of Commercial Paper, containing a full statement 
of existing American and Foreign Statutes, together with the text of 
the Commercial Codes of Great Britain, France, Germany and Spain. 
By JosEPH F. RANDOLPH, of the New Jersey Bar. Vol. III. Jersey 
City, N. J.: Frederick D. Linn & Co., Law Publishers and _ Book- 
sellers, 1888. ‘ 


Two kinds of law treatises are very useful to the legal profession: those 
of an elementary nature, which contain a correct statement of the leading 
principles, drawn from the best decisions, and those in which everything is 
gathered that has been produced in a particular field. The work before us 
is of the second kind. It aims to be a complete and correct exposition 
of the law relating to commercial paper. There is an intermediary kind, 
containing rules established in a large number of cases pertaining to a par- 
ticular subject, but not all, and these works are not especially valuable, 
and their preparation should be discouraged. If, after searching through a 
work on commercial paper, for example, to find the answer to a question, 
it is believed that more knowledge may be found in the digest, and these 
are consequently explored, this had better have been done in the beginning, 
as the time spent in the preliminary search would have been saved. But 
if the work contains all the law, if the answer is complete, whatever it 
may be, the work possesses a great value, is a truly time-saving instrument, 
and the author has performed an excellent service for which he merits the 
grateful acknowledgment of his profession. Mr. MRandolph’s work shows 
great care in preparation, and an evident desire to present all the law on 
commercial paper. The subject is so vast it can hardly be expected, how- 
ever conscientious his purpose, that he has caught everything, yet he has 
dredged far more thoroughly than any other writer, and has produced a 
work which will doubtless be highly appreciated by the legal profession. 








Letters of David Ricardo to Thomas Robert Malthus. 1810-1823. Edited 
by JAMES Bonar, Oxford. At the Clarendon Press, 1887. 


These letters treat principally of economic matters and possess permanent 
value. Those written by Malthus have not been found, and though Ricardo 
often states the position of his opponent before answering him, they doubt- 
less contained many things, judging from the glimpses obtained in 
Ricardo’s letters, which would have been worth knowing. The two men 
were quite unlike in their way of handling economic questions. Ricardo 
was purely speculative. A few assumptions furnished all the material he 
needed for his economic outfit. With these he spun his theories, and 
whenever an illustration was -needed he always invented one instead of 
drawing an illustration from actual experience. Malthus, on the other hand, 
was always testing his theories by putting them by the side of experience. 
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Ricardo regarded such testing as ‘‘ too practical;’’ he thought \that by tak. 
ing too much notice of isolated facts theory was deflected from the true 
line. He, therefore, let facts severely alone. 

The two men always had the warmest regard for each other, which was 
in no wise lessened by their mental economic differings in the end. For, 
notwithstanding their evident desire to find the truth, and their constant 
endeavor to draw nearer to agreement, they were quite as far apart ai 
the close of their correspondence as ever. Indeed, this is one of the surpris- 
ing things pertaining to their controversy. - Between enemies, or in public 
where personal pride might have led each combatant to maintain his 
position to the last, the result would have been less surprising; but in 
private, as this controversy was, and between two excellent friends, one would 
expect to read sooner or later of yielding, of concession, of agreement. 
There is very little of this, however, in these pages. Doubtless the fondness 
of Ricardo for pure theory, and of Malthus for the trial of theory by fact, 
prevented them from coming nearer. These letters are valuable for many 
reasons Some of Ricardo’s speculations in his other works are more lumi- 
nous by throwing this side light on them; and not the least important is 
the beautiful illustration here furnished of the spirit in which scholarly con- 
troversy should be conducted. This is the kind which makes men better, 
whatever be their conclusions, and the world is better, too, for knowing 
that two strong men, as Ricardo and Malthus were, and with many points 
of difference, could battle with each other vigorously for many years, and 
yet with constantly growing friendship. 

A History of Political Economy. By JoHN KELLS INGRAM, LL. D. With 
Preface by Pror. E. J. JAmMeEs, Ph. D., University of Pennsylvania. 
New York: Macmillan and Co., 1888. 

This is a work of great merit. Since T. E. Cliffe Leslie’s death, the 
author has been the leading representative of the historical school of politi- 
cal economists in Great Britain. Several years ago, when presiding over 
the economic section of the British Social Science Association, he made a 
masterly attack on the old or ‘‘orthodex” school of political economists to 
which many replied, but it can truthfully be said that abstract political 
economy is steadily losing ground, and among its strongest assailants must 
be placed the author of this work. 

After a brief review of political economy among the Greeks and Romans, 
and during the Middle Ages, Mr. Ingram reaches modern times, in which 
the mercantile system is the first subject deemed worthy of large space. 
Much more, however, is devoted to the theories concerning the system of 
natural liberty. Smith’s indebtedness to the French writers was never set 
forth: more clearly. His criticism of Ricardo is exceedingly vigorous. It is 
singular that the theory of rent, with which Ricardo’s name is associated, 
but which, so Mr. Ingram says, ‘‘was not really his, nor did he lay 
claim to it,” should continue to be thus called. With respect to the truth 
of this doctrine, and the consequences which. Ricardo deduced from it, our 
author says: ‘‘We must answer that they are hypothetically true in the 
most advanced communities, and there only.” 
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The last portion of the book is devoted to a review of the principal 
writings of the historical school. American writers, except Carey, receive 
small consideration, and with few exceptions, notably Pres. F. A. Walker, 
we think that Mr. Ingram was quite justified in his treatment of them. 
For the most part they have been good men, ministers, using speculative 
methods, and their writings are as barren as a desert. It is true that a 
new generation have arisen full of promise, and who are beginning to 
make headway; but while the field of investigation in this country is 
peculiarly inviting, the conditions under which it must be made are, in 
many respects, very difficult. The material is enormous and not organized, 
and great ability, labor and patience are required to handle it with success. 
The book is sure to attract unusual attention for a work of this kind; 
for, beside its excellent review and criticism of economic theories, the size 
is attractive and the style is concise and often spirited. 





Principles of Tariff Reform. An address delivered before the Bankers’ 
Club of Chicago, Illinois, on April 27, 1888. By C. W. ERnNsT. 
This address is by one of the most thoughtful and well-informed men 
in our country, and is, therefore, well worth reading. ‘‘ There is,” he 
says, ‘‘a common belief that the tariff is merely a question of dollars and 
cents, and for that reason not a matter of national life and death. . . 
Our tariff in all its clauses is intended for sixty million Americans, and 
not only their pockets, but also their morals. . . . Tariff reform, then, 
while touching the dollar, should be animated by the utmost fidelity to the 
moral interests of our people, and a tariff clause that will not bear the 
test of sound morals should be thrown out.” 


Banks and Banking, 1171-1888—an historical sketch based upon official 
records, together with a few episodes connected with the subject 
which have come under the observation of the writer during an 
experience of twenty-five years as a banker and merchant in the 
city of New York. By PuHiLo Pratt Hotcukiss. G. P. Putnam’s 
Sons, New York. 


This is a pleasant sketch, containing a good deal of useful information 
conveyed in a readable manner. The writer evidently believes in the credit 
system, for he carefully credits ‘‘ Truth crushed to earth” and “* Lives of 
great men” to their respective authors An amusing anecdote, new to us, 
is told under the head of ‘‘ Barter,” of a famous prima donna, who gave a 
concert in the Society Islands for a third part of the receipts, and this 
consisted in ‘‘three pigs, twenty-three turkeys, forty-four chickens, five 
hundred cocoanuts, besides considerable quantities of bananas, lemons and 
oranges.” There is a good steel engraving of Alexander Hamilton fronting 
the title page. 
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THE PRAIRIE STATE NATIONAL BANK OF CHICAGO is organizing and will 
occupy the main office of the building No. 110 West Washington street. ‘This is 
an outgrowth of the business of the Prairie State Loan & Trust Company, an old- 
established State bank, which will surrender its commercial business, but continue 
as a savings bank, and occupy the basement room under the National Bank. The 
savings bank is the owner of the building and safety vaults, and leases the room 
above to the National Bank. The capital of the new National Bank will be $200,000, 
and it is proposed that an opportunity be given to depositors, and all customers 
who are a help to the bank in its growth and prosperity, to become stockholders, if 
they so desire. No large block of stock will be allotted to any one person, but the 
shares will be distributed among as large a number as possible of the representative 
business men of the west side. The officers who have been in charge of the Loan 
& Trust Company for many years are expected to participate in the management 
of the National Bank. . 

SOUTH CAROLINA.—At a meeting of the directors of the Carolina Savings Bank, 
held on Monday, 30th April, a dividend of 50 per cent. was declared, payable 
May 1. In March, 1886, the capital stock of the bank was increased from 
$100,000 to $200,000. It was decided to further increase the capital at an early 
day $100,000, giving the Carolina Savings Bank the largest capital of any bank in 
South Carolina. This bank has paid since its organization in dividends to its 
stockholders, $145,000; in interest to depositors, $360,650; making a total of 
$5¢5,650, and still has a good surplus. The following officers were elected : Geo. 
W. Williams, president ; Geo. W. Williams, Jr., vice president ; John D. Kelly, 
cashier; Wm. H. Flint, assistant cashier; J. Lamb Johnston, Robt. H. Duryea 
and H. T. Williams, directors. 

M ASSACHUSETTS.—James Pierce has been elected president of the Malden Sav- 
ings Bank. During the last year the bank has gained $108,669 in deposits. 


Boston.—The Bank Officers’ Association held its annual meeting last month at 
the clearing house. The roll showed that 120 members have been added during 
the year, bringing the total membership up to 467, with an honorary list of 27. 
The treasurer's report showed six death benefits paid during the year, averaging 
$425 each. The balance on hand at the time of reporting was $1,302. The 
election of officers resulted as follows: President, F. B. Sears, of the Third National 
Bank ; vice presidents, D. B. Hallett, Boston National; S. A. Merrill, Mechanics 
National ; treasurer, H. A. Tenney, Globe National; secretary, E. A. Stone, 
Franklin Savings Bank. The following named gentlemen were elected new direc- 
tors: W. E. Elder, Revere National Bank; Charles A. Ruggles, clearing house. 
A committee was appointed to consider the advisability of incorporating the 
association. 

PHILADELPHIA.—The passage of dividends by three of the national banks of 
Philadelphia was hardly expected, and the Tradesman’s, which has always been 
considered one of the richest in the city, and practically owned by one family, 
reduced its rate from 8 to 6 per cent. 

New York City.—A package reached the Treasury Department at Washington 
on the 5th of May, from the American Exchange National Bank of New York, 
purporting to contain $41,000 of national bank notes for redemption. Upon being 
opened it was found to contain nothing but brown paper. An examination of the 
sealed label disclosed the fact that it had been neatly cut from its original place and 
pasted on the bogus package. The impression at the department is that the bank 
put up the money for transmission to the department, but delayed forwarding it, 
and that while in its custody the package was abstracted and another put in its 
place bearing all the marks and appearance of the original package. 
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OHIO.—A meeting of the stockholders of the First National Bank of Cleveland, 
Ohio, was held to consider a proposition from the directors to reduce the capital 
stock from $600,000 to $500,000. Five-sixths of the stock was represented, and 
the proposition was accepted without a negative vote. The reduction in the 
capital was accordingly made, and a like amount was added to the surplus. 


PHILADELPHIA.—At a recent meeting of the board of directors of the Merchants 
National Bank of Philadelphia, Pa., Mr. George H. Stuart, owing to continued ill 
health, resigned the presidency of the bank, being succeeded by Mr. Wm. Wood. 


WISCONSIN.—A savings department has been added to the Seymour Bank of 
Chippewa Falls. There is no savings bank in the city at present, and the move- 
ment is looked upon with great favor by the woodsmen and employes of the various 
mills and factories. 


THE CHEMICAL BANK OF NEW YORK is probably the strongest financial institu- 
tion in this country, and its prosperity and success have been a marvel “in business 
and financial circles. A New York letter gives the following interesting points in 
reference to this wonderful moneyed institution: Ten shares of Chemical Bank 
stock were sold the other day on the Stock Exchange at $3,600 a share, without 
the bi-monthly dividend of twenty-five per cent. This is the highest that this stock 
has yet sold for, and it has long been noted as commanding the highest premium of 
any bank stock in the world. First National Bank stock commands $2,000 per 
share, the Fifth National Bank $800 per share the Bank of Ireland $275 and the 
Bank of England $350. The dividends of the Chemical Bank have for a long time 
been at the rate of five per cent. bi-monthly, with an additional dividend of ten per 
cent. some time during the vear, or an even 100 percent. perannum. The divi- 
dend declared for the first of March, and to be continued thereafter, is twenty-five 
per cent. bi-monthly, or 150 per cent. per annum. Last year the bank paid $300,- 
000 in dividends, equal to the amount of capital stock, and carried a surplus of 
twice the capital stock. It is very seldom this valuabie stock finds its way to the 
market, and then only in the settlement of some old estate, and when a sale takes 
place it attracts great attention. John B. Manning was the purchaser at the sale. 
In 1843 or 1844 David Wolfe, the father of Catherine Wolfe, bought two hundred 
shares of Chemical Bank stock at par, or for $20,000. To-day, that same stock, at 
the price commanded. would be worth $720,000, and has paid more than $1,000,000 
in dividends since the day- it was purchased. 


CoNNECTICUT.—The National Bank of Portland, Conn., was entered May 10, 
by thieves, who forced open a window and made three unsuccessful attempts to 
break into the vault, the walls of solid masonary being bored through. A can of 
giant powder and a lot of burglars’ tools were left behind. The burglars crossed 
to Portland in a rowboat. On their return to Cromwell they stole a team and drove 
to Hartford. The entire proceeds of the burglary was a dollar’s worth of postage 
stamps taken from a drawer. 


KANSAS.—On the 7th of May the, Wichita Clearing House Association had a 
banquet at the Carey Grand Hotel. Such entertainments are becoming more fre- 
quent among bankers, and are to be encouraged, for their tendency is to pro- 
mote good feeling, and to acquire a better knowledge of banking and of public 
affairs. 


THE series of articles contributed to the New York /xdependent by Professor 
Richard T. Ely, Ph. D., on ‘* Land, Labor and Taxation,” have been reprinted in 
pamphlet form. 


CANADIAN CoINAGE.—Canada has no gold coins, and all the silver and copper 
coins are made in England, under the supervision of the officers of the Royal Mint. 
In British Columbia it is thought the time has arrived when they should commence 
the coining of theirown money. It is understood, indeed, that Victorians are not 
averse to the establishment of'a mint intheir midst. A correspondent of a British 
Columbia paper suggests the opening of such an institution, and the coinage of 
guineas to represent $5, and half-guineas to represent $2.50. It is proposed that 
the Queen’s head be stamped on one side of the coins, and on the reverse ‘* the 
Niagara River, with beavers quietly at work felling trees under the safe protection 
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of a noble lion couchant on the British side, who is regarding somewhat earnestly 
the approach of a screaming American eagle, who, from the American side of the 
river, seems to wish to molest the Canadian beavers.” ‘lo make the picture his- 
torically accurate, the beaver must be represented as laden with heavy weights, and 
the movement of the trees after they have fallen must appear to be impossible. 


BANKING PROFITS IN MExiIco.—In the synopsis of the annual report of the 
Council of Administration of the National Bank of Mexico, the foreign-investing 
public will discern fresh reasons for confidence in Mexican investments. The 
report shows a heavier dividend than in the previous year (II per cent. against 10 
per cent. ), and this will be taken to indicate a better state of business here. This 
belief will also be strengthened when the increased circulation of the bills of the bank 
is noted, and when the growing dealings of the commercial community with the 
institution, as evidenced by the item of bills discounted, is perceived ; and in the 
improved profits of the branches the public will reac a confirmation of the story of 
the general progress of the country. The large amount of cash on hand, in pro- 
portion to the circulation, will be remarked by foreign readers, as it is in excess of 
the usual proportion shown by the statements of banks abroad. That a Mexican 
bank should show a net profit of 15.7 per cent. on its paid-up capital during a year 
of ordinary fair business, will open the eyes of foreign investors to the possibilities 
of profit in Mexico. By reason of the success of the first emission of the new 
loan, the Government will soon be in condition to arrange its affairs with the bank to 
the mutual benefit of both, and we may reasonably look for an extension of the 
bank’s dealings with the commercial community, when it shall have at command a 
larger amount of money. We must cordially commend the wise and conservative 
policy of the Council of Administration in adding largely to the ordinary reserve and 
previsionary funds which give strength to the institution, and must materially aid in 
creating a sentiment of confidence in the bank so far as the general public is con- 
cerned.—Mexican Financier. 

THE PRESTON NATIONAL BANK OF DETROIT.—At a meeting of the directors of 
this bank, held May 16th, the following resolution was unanimously adopted : 
‘* Resolved, That the board of directors recommend to the stockholders that the capital 
stock of this bank be increased from $600,000 to $1,000,000 ; provided that one-half 
of such increase be released by the present stockholders, for placing with business 
men not now stockholders, in the discretion of the directors ; and further Resolved, 
That a meeting of the stockholders be called for Wednesday, June 2oth, 1888, at 3 
o'clock P M., to vote upon the proposition to increase the capital stock to $1,000, - 
000.” This action of the board of directors has been very carefully considered for 
2 long time, and the recommendation is made with full confidence that its adoption 
wiil prove of decided advantage in increasing the business and standing of the 
bank, and promoting the interests of the stockholders, as wel! as affording increased 
facilities to the business public of the city and State. 


HERRING & Co.’s SAFE AND Lock WorkKs.—These works are the largest and 
the most complete of any engaged in manufacturing safes and safe locks. The 
buildings are 250 feet in length, facing the East River, on South street at Gouver- 
neur slip, and extending through the block to Front street. A pierand bulkhead on 
the river front afford facilities for receiving raw material, and for the direct ship- 
ment of completed work. A paint and finishing shop, a lock shop, a cabinet shop, 
the pattern makers’ shop and the storerooms occupy three five-story buildings. 
Fire-proof safes are manufactured in an adjoining building, 75 by_150 feet on each 
floor. Improved machinery for cutting, punching, drilling and planing iron and 
steel bars and plates are here at work, under the management of experienced 
mechanics. The blacksmiths’ shop is in a separate building, supplied with forges 
and steam hammers. Connecting with this shop is a room for the furnace used for 
hardening steel plates. Strong rooms, bank vaults, vault doors and burglar-proof 
safes are constructed in another building. It is a model workshop, built expressly 
for the work designated. The ground floor is 100 by 120 feet, and it is open in the 
center from floor to roof truss, 30 feet in height. Some large machine tools have 
recently been added to the equipment of this shop. Among them are four iron and 
steel planers which will work on plates 12 feetinlength. A shear will cut through 
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bars and plates 1} inches thick. On both sides and at one end of this great room 
are wide galleries occupied by the machinists doing the fine work required to make 
the elaborate system of bolts and the locking mechanism for burglar-proof safe and 
vault doors. Here are also made the special tools used in the various processes of 
manufacturing a complete safe. With these facilities under the direction of one of 
the firm, who gives his attention to the manufacturing, a superintendent, and a 
master mechanic as a foreman in each department, the best safe and lock work in 
the world is produced. 


CINCINNATI.—Judge Taft has given judgment for the defendant in the caseof H. 
P. Lloyd, trustee of the individual estate of E. L. Harper v. Wilshire, Eckert & 
CLo., makers, and J. W. Wilshire, indorser of checks to the amount of $47,500, 
drawn on the First National Bank, and made payable to Harper. The testimony 
of both Harper and Wilshire was to the effect that there was never any consider- 
ation given for these checks, and that it was the intention to simply use them as 
receipts for money advanced by Harper to Wilshire for use in the Chicago wheat 
deal. In a second suit between the same parties for recovery on two notes aggre- 
gating $60,050, judgment was also given forthe defendant. These notes were 
given in November, 1886. The testimony was that Harper asked Wilshire to exe- 
cute them for his use in case a Bank Examiner should unexpectedly drop into the 
Fidelity. In that event they were to pass as discounted paper. Otherwise no use 
was ever to be made of them. The deposition of Harper was taken at the peni- 
tentiary on the 1oth of this month. Major Lloyd offered no testimony in support 
of the claim he had asserted, and judgment for the defendants became a foregone 
conclusion. 


PROBABLY the youngest bank president in the world is J. M. Bailey, Jr., who, 
at the age of 23 years, has been placed at the head of the Minnehaha National 
Bank of Sioux City. 


CHARLESTON, S. C.—A verdict for $10,000 a= been rendered in the United 
States Court against the bondsmen of Charles E. Bartlett, defaulting cashier of the 
Sumter National Bank. The evidence showed that there was great inattention on 
the part of the bank directors, and that they had placed implicit confidence in Bart- 
lett. There were thirty-seven causes of action against him. He received in one 
case $32,000 as teller, which he paid to himself as cashier and stole as bookkeeper. 
He dréw thirty-one fraudulent checks as cashier of the Sumter Bank upon the 
National Mercantile Bank of New York, for amounts varying from $600 to $5,000, 
payable to the order of Henry Clews & Co., Latham, Alexander & Co., of New 
York and others, on which he received the money by false entries in the bank’s 
books and forged indorsements. On the trial the lawyers read the depositions of 
F. B. Schenck, cashier of the Mercantile National Bank of New York; Henry 
Clews and Charles M. Foster, of the firm of Henry Clews & Co., bankers and cot- 
ton and grain commission merchants of New York; Richard P. Salter, of the firm 
of Alexander, Latham & Co., cotton and grain merchants, of New York, and 
Henry P. Russell, of the firm of Russell & Co., of New York, showing that the 
checks mentioned in the complaint as fraudulent had been cashed, and that the 
money had been placed to the account of Bartlett and used in cotton and grain 
speculations. Bartlett had been swindling the bank since 1884. The entire cap- 
ital of the bank was stolen, and the stockholders will have to make good $84,457, 
the difference between the liabilities and assets of the bank, or, after losing their 
stock and surplus, they will have to put up $13,682, exclusive of $10,000 recovered 
against Bartlett’s bondsmen to-day. 





=. 
. i 


»— 
— 


Our usual quotations for stocks and bonds will be found elsewhere. The 
rates for money have been as follows: 


QUOTATIONS : May. 7. May 14. May. 21. May. 28. 
 Hieirdekds sadede 6¥abeus aus 54 @6%.. 54 @6%..5%4 @6% .. 5% @ 6% 
i a kk 2 @m%. 2 @m%.. 2 @s%.. 2 @1% 
Treasury balances, coin............... $131,891,924 . $132,091,919 . $132,661,409 . $133,172,502 


Do. do. DE bsecke eoekeuwh 13,823,404. 14,121,260 . 14,712,551 . 15,074,020 
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NEW BANKS, BANKERS, AND SAVINGS BANKS. 
(Monthly List, continued from May No., page 896.) 


State. Place and Capital. Bank or Banker. Cashier and N. Y. Correspondent. 

ALA. ... Birmingham.... Peoples Savings Bank... Mercantile National Bank. 
$50,000 B. A. Thompson, 7. F. W. Dixon, Cas. 

» .. Birmingham.,... Steiner Bros............ Mechanics & Traders Bank. 

_ $75,000 

» .,. Warrior........ Bank of Warrior........ Importers & Traders Nat. Bank. 
T. M. Davidson, P. James A. May, Cas 

CoL... Canon City.... First National Bank..... Chase National Bank. 


$50,000 Stephen S. hie gg P. Alfred M. Hawley, Cas. 
James H. Peabody, / ; 


S se Ee naa . LS 
$30 a. C. Stephens, P.R. Phillips, Cas. 
DaK.... Sestieré. Bank SPedcctcs  - ... déensseased 
Wm. H. Wells, ?. Ira C. Kingsbery, Cas. 
w ., Sioux Falls..... German Bank........... National Park Bank. 
Geo. Schaetzel, Cas, 
EPli..ce+ Seateineten. .... Fat Mational Bemk...., || (_—«§«_ sesesesiccsss 
25,000 Edward Sopp, P. Wm. T. Sharp, Cas. 
ee Atlanta......... a” Banking Co...... Importers & Traders Nat. Bank. 
$300,000 Robt. J. Lowry, ?. Joseph T. Orme, Cas. 
Thos. D. Meador, V. P 
IDAHO... Weiser......... IdahoCommercialCo’s, B Wells, Fargo & Co. 
$50,000 Alfred Eoff, P. Benj. W. Watlington, Cas. 
; Joseph Perrault, V. P. 
ILL..... Atwood.... .... James Drew & Co....... National Park Bank. 
$25,000 
© oo Gs cccccce Cabo & Straws... ccceces Chemical National Bank. 
Wns S  § «Cewadenes Prairie State Nat. Bank.. Chase National Bank. 


$200,000 James W. Scoville, ?. Geo. Van Zandt, Cas. 
Geo. W. Woodland, V. ?. 


IND..... Michigan City.. Citizens Bank........... National Park Bank. 
$50,000 W. B. Hutchinson, ?. C. E. Arndt, Cas. 
M. Romel, V. ?. 
© os CORE RAO CA Eicccecccces — . . Wdmeeevecece 
Frank C, Fleming, ?. A. R. Cadwallader, Cas. 
Iowa... Dallas Centre.. Commercial Bank....... Fourth National Bank. 
9,000 (John M. Hoopes & Co.) John M. Hoopes, Cas. 
» . Riceville. ...... PE GeKtecenss  . . @pbsccetbacer 
C. C. Earnist, Cas. 
AN... BT COR... ccc First National Bank..... Kountze Bros. 
50,000 James B. Wilbur, ?. Albert A. Johnston, Cas. 
© «» BROOM... « s0<< Pee Cee cscs = + wk ewer esece 
Rush, P Orson A, Kinney, Jr., Cas 
” Hays City...... PES css  $é#éé#|§é§ “¢eetedcbnene 
, Andrew S. Hall, P?. Morgav. G. Huntington, Cas. 
«eT, siccia Cee TI c's cccccces Chase National Bank. 
A. P. Carter, P. J. E. Carter, Cas. 
w ., Lawrence...... Watkins National Bank. Chemical National Bank, 
$150,000 J. B. Watkins, /. Paul R. Brooks, Cas. 
W. E. Hazen, Ass’t Cas. 
© «so Bd icine Lenora State Bank...... Bank of North America. 
$20,000 Frank Knox, P. Geo. K. Moodey, Cus. 
P, J. Leonard, V. P. 
© os Seeks dats Bank of Liberal......... National Bank of the Republic. 
$10,000 Samuel T. Howe, P. C. Coomer, Cas. 
A. H. Heber, lV. ?. 
S we Bae canes Merchants Nat. Bank.. Hanover National Bank. 
$100,000 C. K. Holliday, P. Frank G. Willard, Cas. 
T. J. Killam, V. P?. 
Mass, . Boston... ...... The Ballou State B. ty (sth beawowe 
$100,000 H.S. Ballou, P. Geo. B. Kerlin, Cas. 


I. F. Kleckner, V. P. J. A. Dean, 7reas. 
Geo. H. Eastman, Sec. 
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MICH... 


Place and Capital. Bank or Banker. Cashier and N. Y. Correspondent. 
a Commercial Sav. Bank.. Continental National Bank. 
$75,000 Wm. J. Crocker, ?. Wm. B. Thompson, Cas. 

Seymour Howell, V. P. 
. Battle Creek.. . Merchants Nat. Bank... Mercantile National Bank. 


$100,000 Ami W. Wright, ?. Scott Field, Cas. 
Frederick A. Smith, /’. P. 


I nok coud Pn ..  -- _. grveanaeecds 


$100,000 Gilbert Hart, P. Joseph C. Hart, Cas. 
Conrad Cleppert, V. P. 


. Mt. Pleasant. .. Peoples Savings Bank... Importers & Traders Nat. Bank. 


$50,000 Amasa Rust, P. John F. Ryan, Sec. & Treas. 
James Davis, V. P.. 


u . Saginaw........ Bank of Saginaw........ First National Bank. 
$200,000 Myron Butman, ?..... Daniel W. Briggs, Cas. 
” : eee Montcalm Co. Sav. Bank. Chase National Bank, 


$25,0co Humphrey R. Wagar, ?. James C. Percival, Cas. 
Norman Shepard, V, P. 


» Wt. TRRCR.. « «50 First National Bank..... National Park Bank. 


$50,000 Otis W. Johnson, ?. Edward L. Durgin, Cas. 
A. F. Temple, V. P. 


MINN... Hallock......... J. Kelso & Son......... Gilman, Son & Co. 
Wm. Kelso, Cas. 
u . Minneapolis.... Swedish-American Bank. Gallatin National Bank, 
$100,000 O. N. Ostrom, ?. N. O. Werner, Cas. 
H. Mattson, V’. P. E. A. Kempe, Ass’¢ Cas. 
« ., Mountain Lake. Siemens Bros. & Co.... Hanover National Bank. 
Miss. . Clarksdale...... Central City Bank....... Chemical National Bank. 
$7,200 John Clark, ?. Arthur M. Littlejohn, Cas. 
J. L. Simmons, V. P. J. W. Deavowrs, Ass’t Cas. 
ar pe Beaton Ge WOGGRINEES. c+ 8 i he wc ccccce 
$5,000 
NEB.... Big Springs.... State Bank of Big Springs. Kountze Bros, 
$30,000 H,. L. Goold, P. R. J. Vinton, Cas. 
J. M. Houghton, V. P. 
# Fairmont ...... SFRION TEE. cc ccccsece National Bank of Commerce. 
$100,000 J. O. Chase, ?. H. B. Sawyer, Cas. 
J. Cubbison, ’. P. Chas. E. Walters, Ass’¢ Cas. 
. . Loomis. ...... Loomis State Bank...... National Park Bank. 
$15,000 E. L. Kiplinger, ?. F. W. Kiplinger, Cas. 
Ernest Kiplinger, Ass’¢ Cas. 
N. J.... Asbury Park.... Monmouth Safe Dep. & Trust Co. ............ 
$25,000 Isaac C. Kenredy, P. A. C. Twining, 77eas. 
Geo. F. Kroehl, V. P. Henry C. Winsor, Sec. 
“ . South Amboy.. First National Bank.....  =§--_caceeccecees 
50,000 Harry C. Perrine, P. John Wycoff, Cas. 
N. Y... Far Rockaway.. Wallace, Smith & Co.... Chase National Bank, 
Geo. Wallace, /’g’r. Sam’l. R. Smith, Cas. 
u . Southampton... Southampton Bank...... Bank of North America. 
$25,000 James H. Pierson, ?. L. Emory Terry, Cas. 
Edward H. Foster, V. P. 
OHIO... Eaton... scces ye ee | 6 TT TTT Tree 
$50,000 Andrew Hiestand, P. J. W. Acton, Cas. 
" <_< Seer re mer eee 
$22,000 James Secor, ?. Leander Burdick, Cas. 
W.H. Maker, V. P?. 
PENN... Philadelphia... A. Y. Davison & Co.... = cacccccccees 
“ . Port Allegany.. First National Bank....,. =§- cae eeeeeceee 
$50,000 H. H. Arnold, 7. J. S. Rowley, Cas. 
Henry Hamlin, V. ?. 
a . Reading... .... Citizens Bank........... Chase National Bank. 
$50,000 «Geo. D. Stitzel, P. Wm. S. Mohr, Cas. 
Jerome L., Beyer, V. P. 
TENN... Ripley.......... Ripley Bank......... aie Hanover National Bank. 
$10,000 J. Y. Barbee, ?. Wm. L. Neel, Cas. 
Wis.... Green Bay...... Citizens National Bank.. National Bank of Republic. 
$50,000 John Paley, ?. Wm. P. Wagner, Cas. 


James H. Elmore, V. P. 
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CHANGES OF PRESIDENT AND CASHIER. 
(Monthly List, continued from May No., page got.) 


Bank and Place. 


N. Y. Ciry..National Park Bank.... | 


Elected. ln place of. 
V. Mumford Moore, P... Geo. H. Potts. * 


Ee. ee Veta, 2UE F.P. lkce cee 
Geo. S. Hickok, Cas..... E. K. Wright. 


oa RE i ic ccaveascscees Peter Swan, Act'g Cas... = secccecs 

w .. Tradesmens National Rank.... Jas. E. Granniss, V. ?... Wm. A. Pond. 
CoL.... First National Bank, ( W. B. Devereux, P...... J. J. Hagerman. 

Glenwood Springs. | H.R. Kamm, V. ?.....  —- . 20 - eee 

# .. Bank of Commerce, La Junta.. G. H. Downer, Cas..... Lester Hays. 
CONN... Merchants N. B., New Haven.. H. J. Morton, Y. : err ee 

w  .. Fairfield Co. Sav. B., Norwalk. James H. Bailey, S. & 7. L. S. Cole. 
DEL.... Union Nat. Bank, Wilmington. Preston Lea, /?.......... Victor Du Pont.* 

if John F., Goudy, P baenens R. C. Walton. 
Dak.... Anglo-Dak. Loan & TrustCo. } R.C. Walton, V. P..... wee eee 
Highmore. 1 R. C. Alden, Treas...... am F. Mista. 
Fred W. Goudy, ilkwés  . waneaees 
w . Farmers& Merchants Bank, a 4 ag my Prccecs = seen nees 
Plankinton. Chas. H. Young, ,S: Veer es 
“ .. First National Bank, 1 Wm. J. McMaster, Cas.. H. M. Benedict. 
Redfield. i H. A. Taylor, Asst CaS. senueeee 
w .. Minnehaha oe ~ Bank, J. M. Bailey, Jr., P...... FE. A. Sherman. 
Sioux Falls. 4 s Se ae C. E. Johnson. 
FLA.... Polk Co. Bank, ; Wm. J. Emerson, ?..... Frank W. Page... 
Barton. ( Warren Tyler, Cas . Wm. J. Emerson. 
IDAHO.. Lewiston Nat. B., Lewiston.... F. W. Kettenbach, 4. C. __...... «es 

w .. Bank of Murray, Murray nat dhe wie ee ee W. Hussey. 
ILL..... Richards, wae me ; A. C. Steenburg, Cas.... Geo. H. Littlewood 

« .. L. M. Yocum & Co., Galva.... O.S. Houghton, Cas.... Wm. L. Wiley. 

» .,. Farm. & Mer. B., Manchester... A. H. Heaton, ?........ E. J. Clark. 

«  .,. First Nat. Bank, Watseka..... H. H. Alter, Ass’¢ Cas... J. G. Williams. 
IND..... Indiana Nat. B., La Fayette... W.H. Perrin, dss’t Cas. —... sw ae 
Iowa... First Nat. Bank, Algona....... W. K. Ferguson, 4. Cas. cc weeee 

w ... Farmers Loan & Trust Co., Alta. J. T. McCall, Cas....... F. B. Browne. 

»  ,, Citizens Bank, Bedford........ Ses So ON, Cis cceses A. B. Keplinger. 

w ., First Nat. Bank, Independence. Wm. Donnan, Cas...... Geo. B. Warne. 

w .. Bank of Radcliff, Radcliff...... C. A. Sweet, Cas........ Henry D. Ballard. 

w ., O’Brien Co. Bank, Sanborn.... D. W. Wood, Cas....... Judson L. Greene. 

w ,, First National Bank, Sheldon.. J. E. Van Patten, 4.Cas.  _........ se 

‘ Wie Matienal Beak eS A eerrrr re H. Hammond. 

si oo W. W. Aldrich, V. P.... H. L. Dean. 
peka. ( HP. Aldrich, Asst Cas. wee ueee 

w .. Fayette Co. S. B., West Union. B. H. Hinkly, 7......... S. B. Zeigler. 

. SE Se eee 
w .. Williamsburg Sav. Bank, Es Ss SN, LAP cnc cee John Hughes, Jr. 
G. H. Hughes, Ass’¢ Cas. 

» ., Citizens Nat. Bank, Winterset. Edward Brown, ?....... a J. Hutchings. 
KaNn,. . Bank of Augusta, Augusta..... Gis Sie Sy a se cccices F. C. Ruland. 

w .. State Bank of Colby, Colby.... Lew E. Darrow, P......  — sc. wenn 


. N. B. of El Dorado, El Dorado. 


F. B. Ewing, Ass*¢ Cas.. E. K. Morris. 


“ 7 

e .. Fisst Nat. Bank, Fort Scott.... E. R. Chemault, 4dsstC. ss cccsses: 

" . First Nat. Bank, Fredonia..... Soe, Gs Gs Fe Peace... weeonsee 

” . First National Bank, ¢ Geo. S. Hanna, P....... Thos, S. Krutz. 
Howard.) S. C. Hanna, Cas....... T.S. Fuller. * 


« ., BuchananMort.Co., Minneapolis 
» ., Farmers & Drovers Bank, 


Geo. W. Wilson, 7reas. D. Buchanan, 
W.S. Campbell, Cus....S. F. Daily. 


Mount Hope. ) Oliver Daily, ASS't COS... 0 sececeee 


* Deceased, 
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State. Piace and Capital. Bank or Banker. Cashier and N. Y. Correspondent 
KAN ... State B. of St. John, St. one yy G. Littlefield, P...... Clark Gray. 

u . Citizens Bank, GaP cccccwse Harry A. Brown, 

Winfield. rN W. Sw oope, ae. .- eeaneeas 
Ky. . .. German Nat. Bank, Covington. Jno. G. Metcalf, A. ee * a 
, . Bank of Kentucky, Louisville . E. W. Ph Cicscoee.  aeeenons 
Rieocce New Orleans Clearing House, { J. C. Morris, P.......... Jos. H. Oglesby. 
New Orleans. | T. C. Herndon, /’g’7... Isaac N. Maynard.* 
_ re First Nat. Bank, Augusta...... C. R. Whitten, Ass’¢  coreares 
" . Cascade SavingsBank,Oaklan J. E. Harris, 7reas...... Geo. H. Bryant. 
” . Merchants National Bank, Geo. S. Hunt, £....200: Jacob McLellan.* 
Portland, } Jas. P. Baxter, V. P..... Geo. S. Hunt. 
MD..... Fredericktown S. ye ee i Joseph Crouise, ?....... Louis Markell.* 
Mass... Nat. Union Bank, Fall River.. J. T. Burrell, Ass’¢ Cas... —...... 
MICH... First Nat. Bank, Menominee... C. S. Brown, Ass’t Cas... «a 
MINN... The Security Bank of Minn.. 
Minneapolis. Pee Gh COR, Pececse 8 =—=§._s cee wee 
er Union National Bank, Ce 8 ee Pe Tree e ee 
Kansas City. Stanley Hobbs, 27d A.C.. ee ea eee 

« .. First Nat. Bank, Kirksville.... Frank Baird, Asst CaS.. sa nnceee 
NEB.... First B. of Brewster, Brewster. Darwin W. King, Cas... Alfred U. Dann 

u . Chase County Bank, is Min SE, Fccccences C. A. Pierson. 

Im rial. 3 Roger W. Bennett, Cas.. J. R. Pierson. 

» .,. Lancaster Co. Bank, Lincoln.. E. B. Green, Cas........ F, O. Metcalf. 

" . First Nat. Bank, Ogalalla..... ee. ee ee L. A. Brandhoefer. 

MW . Farmers & Merchants Bank, ({ Lewis Herbert, ?........ T. P. Lanigan. 

Scotia. } T. D. Connell, Cas...... J. M. Marsh. 

« .. Carson Nat. B., South Auburn, E. M. Boyd, Cas........ A. R. Davison. 
N.H.... S. B. for Co. of Strafford, Dover. Chas. H. Sawyer, P..... C. W. Woodman.* 

w .. First Nat. Bank, Peterborough. W. G. Livingston, Cas.. C, P. Richardson, 
N. MEx. First National Bank, i J. S. Raynolds, P........ Jefferson Raynolds 

Albuquerque. ) Jefferson Raynolds, V. ?. J. S. Raynolds. 

w _.. Silver City N. B., Silver City.. Max Schutz, a Pectsees. . andwanan 
N. Y.... Nat. Exchange Bank, Auburn... R. S. Sperry Peatess C. S. Burtis. 

« .. Third Nat, Bank, Buffalo...... Ben C, Ralph, Asst Cas. Wm. H. Stebbins. 

« .. City National B., Jamestown,, Herbert W. Tew, Cas... C. H. Tew. 

w .. Sidney National Bank, Sidney. Sluman L, Wattles, a kei 
N.C... Exchange Bank, Mt. Airy...... J. M. Nelms, Cas....... H. C. Brown 
OHIO... Blanchester Bank, Blanchester. W. C. Gregory, Cas..... E. D. Smith. 

u . Merchants & Manufacturers Wm. D. Parker, V. P... D. C. Welling.* 

Bank, Columbus. | Howard C. Park, Cas... Wm. D. Park. 
, . Fremont Savings Bank, _ = §%. SA eee TT Tere 
Fremont. ? R. P. Hayes, C@S....e A. E. Rice 
" . Second National Bank, W. Kerlin, P.....cccees A. F. Koop. 
Greenville. } A. F. Koop, Cas........ R. A. Shuffelton. 


ORE.... 


PENN... 


. Kenton National Bank, 


. Merchants & Clerks S. Inst., 


. First National Bank, F. 
Clarion. 


. First National Bank, 


Kenton. 


{ 
1 
\ 
r 
S 
( 
\ 
’ 
Toledo. } 
First Nat. Bank, McMinnville 


.. Pendleton National Bank, \ 


Pendleton. | 
Bradford Nat. Bank, Bradford. 


Greensburgh. 


.. Greensb’gh B.Co.,Greensburgh. 
.. First Nat. Bank, Montrose 
.. Independence Nat. B. , Phila.. 
.. Merchants N. B., Philadelphia. 
.. Produce N, B. , Philadelphia. . 

. Seventh N, B., Philadelphia. . 


Oliver S. Bond, i iin ales J. A. Moore. 

Frederick Eaton, Fates... edbeanen 

E. L. Schomburg, Treas. Oliver S. Bond. 
i ae es Bn PF eencnsde D. Fenton. 

R, Sargent, Pu F csscvees ets Blum. 

Lehman Blum, Cas...... G. V. Hamilton. 

S. P. Kennedy, Cas..... T. H. Tomlinson. 

ie, Wo OM, PF iccccces Jacob Black. 

M. Arnold, Cas....... G. W. Arnold. 
Jaccb Black, Jr., A. Cas. F. M. Arnold. 
Geo. F. Huff, Cas ee dak nao John Zimmerman. 
J. R. Eisaman, Ass’t¢Cas. —s waa naeee 
Wm. A. Huff, Ces.... .. Geo. F. Huff. 
AmosNichols, Cas...... D. R. Lathrop. 

. T. E. Wiedersheim, A.C. ___......-- 
William Wood, ?....... Geo. H. Stuart. 

. Daniel G. Evans P.. .. W.C. Houston Jr. 
_ R. L. Brownfield, P..... L. D. Brown. 


* Deceased. 


Hugh L. Runkle, Cas... W. H. Fleming. 
Jas. H. Allen, Ass’t Cas. Hugh L. Runkle. 
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Bank and Place. Elected. In place of 
Texas.. Atlanta Bank, Atlanta......... B. F. Ellington, Cas..... J. D. McReynolds. 
» _.. Exchange Bank, Farmersville.. Sam. R. Hamilton, Cas. James A. Aston. 
« _.. Falls County Bank, Marlin..... D. S. Eddins, Cas....... Ed. V. Pledge. 
» .. San Angelo N. B., San Angelo. Geo. E. Webb, Cas...... =... ae 
Va... .. Norfolk Trust Co., Norfolk.... L. P. Taylor, S. & 7... W. J. Young. 
»  .. Sav. Bank of Norfolk, Norfolk. A. M. Smith, ?...... W. W. Chamberlaine. 
Wis.... Farmers & Merchants Bank, {| Yale Henry, P.......... J. W. Ostrander. 
Jefferson. Geo. J. Kispert, Cas..... Yale Henry. 
Wyo.. First National Bank, Buffalo... W. J. Thom, Cas....... C. M. White. 
OnT... Bank of Hamilton, Hamilton.. James Turnbull, Cas.... E. A. Colquhoun. 
" . Bank of Hamilton, Port Elgin. J. S. Gordon, Agent?..... W. Corbould. 
« .. Bank of Hamilton, Wingham... Wm. Corbould, Agez?¢... B. Willson. 
N. B... Bank of Nova Scotia, Moncton, W. E. Stavert, Ag’s..... D. C. Chalmers. 


P. E. 1. B.ofNovaScotia,Charlottetown. D. C. Chalmers, / g’7.. Geo. Macleod. 


QuEBEC La Banque Jacquer Cartier, 


CHANGES, DISSOLUTIONS, 


N. Y. CITY ‘ 

S ws ccnenienensoess 
ALA.... Birmingham... 
a 


it... ; J. oceeee 


S . oo SB accccses 
Sioux Falls.... 
w ., Wahpeton. .... 
. Orange County Bank has consolidated with the Citizens 


) 


H. Dorion, M’g’r....... C. H. Hamel. 


Beauharnois. 





BiCc. 


(Monthly List, continued from May No., page 9go2.) 


Orlando... 


Hays City.... 


Hanover. eeeeee 





. Gold, Barbour & Swords, now Gold, Barbour & Corning. 


Miller, Francis & Co., now Miller & Doubleday. 
Hudson & Perryman have discontinued. 
H. B. Chamberlin, now H. B. Chamberlin & Bro. 


German-American Bank (Streichenberg Bros.), retired from 
business. 


Sully County Bank has closed up its business. 
Citizens National Bank has gone into voluntary liquidation. 
Northwestern Bank, sold out to Farmers & Merchants Bank. 


National Bank. 

Lowry’s Bank (W. M. & R. J. Lowry), succeeded by Lowry 
Banking Co. 

Bank of Weiser, succeeded by Idaho Commercial Co.’s Bank, 

Hardware Bank (Drake & Smith), now Drake & Dyer pro- 
prietors. 


. Peoples Savings Bank has retired from business, no suc- 


cessors. 


Scott & Starring, succeeded by John Scott, same correspond- 
ents. 


. Bank of Dallas Centre (Brenton & Hoopes), now W. H. 


Brenton proprietor. 


. Petersen & Freund, succeeded by J. Freund & Co., same 


correspondents. 
Exchange Bank has retired from business. 


_ J. B. Wilbur & Co., now First National Bank. 


Clearwater Bank (H. Tillinghast & Co.}, now F. L. Tilling- 
hast & Co., proprietors. 

Bank of Ellis County, now First National Bank, same 
officers and correspondents. 

Bank of Hanover (Taft & Goodrich), now D. C. Taft pro- 
prietor. 

Bank of Iuka, has retired from business. 

The Lenora Bank, succeeded by Lenora State Bank. 


First State Bank, now Oswego State Bank, same officers and 
correspondents. 
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H. S. Ballou & Co., succeeded by the Ballou State Banking 
Co. 

Howell, Baker & Co., now Commercial Savings Bank, same 
correspondents, 

E. Kanter & Co. have discontinued. 

Maynard, Allen & Co., now Maynard & Allen. 

Bank of Reading (C. W. Waldron), now Waldron & North- 
rop, proprietors. 

Yirst National Bank has gone into voluntary liquidation, suc- 
ceeded by Montcalm Co. Savings Bank. 


De Witt Exchange Bank has gone into voluntary liquida™ 
tion, 


State Savings Association, now State Bank of St. Louis, 
same officers and correspondents. 


. Brewster ....... First Bank of Brewster has been incorporated. 


. Fairmount..... First National Bank has gone into voluntary liquidation, and 
succeeded by Union Bank, same correspondents. 


Bank of Loomis, succeeded by Loomis State Bank. 
., State National Bank has resumed business. 
Miamisburg .... H. Groby & Co., now First National Bank. 
. Spencerville..., Citizens Bank (Post & Wasson), now I. B. Post, proprietor. 
Second National Bank has been placed in the hands of a 
receiver. 
Philadelphia ... Davison, Carrigan & Co., succeeded by A. Y. Davison & Co: 
. Orangeburg.... Orangeburg Savings Bank, succeeded by Bank of Orange- 
burg, same officers. 
Ripley C. S. McKinney & Co., succeeded by Ripley Bank. 


_—_—_- 
~~ = 





OFFICIAL BULLETIN OF NEW NATIONAL BANKS. 
(Continued from May WNo., page 90}-) 
3877. First National Bank H. H. Arnold, 
Port Allegany, Pa. J. S. Rowley, $50,000 
3878 First National Bank Harry C. Perrine, 
South Amboy, N. J. John Wycoff, 50,000 
3879 First National Bank Stephen S. Talcott, 
Canon City, Col. Alfred M. Hawley, 50,000 


3880 First National Bank James B. Wilbur, 
Burr Oak, Kan. Albert A. Johnston, 50,000 


3881 Watkins National Bank J. B. Watkins, 
Lawrence, Kan. Paul R. Brooks, 150,000 


3882 Prairie State National Bank... James W. Scoville, 
Chicago, III. Geo. Van Zandt, 200,000 
3883 First National Bank Edward Sopp, 
Harrington, Del. Wm. T. Sharp, 50,000 
3884 Citizens National Bank John Paley, 
Green Bay, Wis. William P. Wagner, 50,000 
3885 First National Bank Andrew S. Hall, 
Hays City, Kan. Morgan G, Huntington, 50,000 
3886 First National Bank O. W. Johnson, 
St. Ignace, Mich. Edward L. Durgin, 50,000 
First National Bank Jacob Furth, 
Snohomish, Wash, Victor Hugo Smith, 50,000 
First National Bank 
Dighton, Kan. Orson A. Kinney, Jr., 50,000 


Preble County National Bank.. Andrew Hiestand, 
Eaton, Ohio. J. W. Acton, 50,000 
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Sterling exchange has ranged during May at from 4.8746 @ 4.89% fo 
bankers’ sight, and 4.86 @ 4. 87 for 60 days. Paris—Francs, 5. 1834 @ 5.1616 
for sight, and 5.193g @5.18%4for 60 days. The closing rates for the month were 
as follows: Bankers’ sterling, 60 days, 4. ti YY @ 4.86% ; bankers’ sterling, sight, 
4. 88% @ 4.8844. Cable transfers, 4.8834 @ 4.89. Paris—Bankers’, 60 days, 
5. 1978 4 5. 183; ; sight, 5.18% @ 5. 174. Antwerp—Commere ial, 60 days, 
5.217 é 21%. Reichmenks (4) — bankers’, 60 days, 95% @ 95%; 
shi, 95 @ 95%. Guilders—bankers’, 60 days, 40;°5 @ 40;;; sight, 40% 
@ 40/6. 





> ih <> 


The reports of the New York Clearing-house returns compare as follows: 


1888. Loans. Specie. Legal Tenders. Deposits. Circulation. Surplus. 
May. 5.. $365,515,600 . $80,703,300 . $33,345,000 . $383,512,900 . $7,803,900 . $18,170,075 
© 12... 364,372,000 . 84,188,100 . 35,046,500 . 388,151,700 . 7,800,000 . 21,196,675 
“* 19.- 361,768,400 . 89,490,100 . 38,070,300 . 391,420,200 . 7,888,400 . 27,705,350 
** 26.. 363,816,600 . 90,525,900 . 36,257,000 . 393,953,500 . 7,732,100 . 28,294,500 
June. 2.. 363,528,200 . 86,430,300 . 37,092,100 . 391,227,100 . 7,519,300 . 25,715,025 


The Boston bank statement is as follows: 


1888. Loans. Specie. Legal lenders Deposits. Circulation. 
 Binaces $141,618,700 ... $10,422,600 .... $3,101,000 .... §1!2,097,700 .... $6,480,400 
6 £2..cccce 141,877,300 .... 10,710,200 cc 39140,200 .... 113,083,400 ... 6,315,600 
2 ees © 142,447,500 .... 11,089,690 .... 3,171,500 .... 113,931,600 .... 6,150,700 
me Oe addus 143,748,000 .... 11,239,300 ... 3,308,100 .... 115,218,500 .... 6,201,900 


The Clearing-house exhibit of the Philadelphia banks is as annexed : 


1888, Loans Reserves Deposits. Circulation 
ere $90,084,600 .... $24,770,100 .. $88,818,100 .... $2,725,100 
Cs aadewosdes 89,655,100 one 25,354,700 ete 29,028,300 sania 2,723,360 
” agen eau 89, 562, 400 Said 26,266, 200 one 90,384,800 osee 2,725,200 
 Gicosane cvcees 89,201,500 oe 26,311,000 ee 90,521,300 pdene 2,719,040 
(Ces EE, ER 
DEATHS. 


Aston.—On March 10, JAMES A. Aston, Cashier of Exchange Bank, Farmers- 
ville, Texas. 

CopE.—On May 12, aged ninety-one years, CALEB Cope, President of Phila- 
delphia Saving Fund Society, Philadelphia, Pa. 

CoucH.—On May 2, aged sixty-two years, ELI COUCH, partner of the firm of 
Cummings & Couch, Carrollton, Ohio. 


Du Pont.—On May 13, aged sixty years, Victor Du Pont, President of 
Union National Bank, Wilmington, Del. 

KENnT.—On May 26, aged seventy-three years, ALONZO KENT, President of 
First National Bank, Jamestow n, N. Y. 

MARKELL.—On April 19, aged sixty-nine years, Louis MARKELL, President of 
Fredericktown Savings Institution, Frederick, Md. 

MAYNARD.—On May 5, aged seventy-six years, ISAAC N. MAYNARD, manager 
of New Orleans Clearing House, New Orleans, La. 

ROCKWELL.—On May 19, aged eighty-three years, JULIUS ROCKWELL, Presi- 
dent of Pittsfield National Bank and Berkshire Savings Bank, Pittsfield, Mass. 

SEYMOUR.—On May 13, aged seventy-nine years, W. T. SEyMouR, Cashier of 
Manufacturers Bank, Cohoes, N. Y. 
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